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Collective smallholder farming has been widely promoted as a vehicle for smallholder 
agricultural development in South Africa. As a result, agricultural co-operative 
registrations in South Africa are increasing. However, research suggests that South 
African co-operatives have generally not been effective, successful and functional. This 
study investigated the elements constituting an effective and functional primary 
agricultural co-operative among three smallholder agricultural co-operatives. It is 
expected that identification of these elements may enable institutions that offer support to 
co-operatives make better decisions to improve smallholder farming through primary 
agricultural co-operatives. Understanding of these elements could inform the efforts for 
members of co-operatives to achieve their set objectives and thus improve smallholder 
agriculture profitability. 
 
Three rural agricultural co-operatives in the Local Municipalities of Mooi-Mpofana, 
Mkhambathini, and Richmond in the Umgungundlovu District Municipality were 
purposively selected for the study because they were registered agricultural co-operatives. 
Inyamvubu Co-operative (from Mooi-Mpofana) was larger in membership, and well 
established compared to Umphumela (from Mkhambathini) and Ingwe-Mndeni (from 
Richmond).  The sample included the purposively selected members and non-members of 
agricultural co-operatives to explore the differences and provide insight to the 
knowledge, opinions and perceptions of collective farming. A framework for analysing 
the effectiveness of agricultural co-operatives was developed using literature of 
objectives of agricultural co-operatives, success factors of smallholder agriculture and 
organisational effectiveness. This framework was used to analyse the effectiveness of the 
three co-operatives.  Focus group discussions, Force Field Analysis and a survey were 
used for data collection.   
 
The study revealed that the three co-operatives have clearly defined group objectives 
aligned to those set out by the South African government.  The main identified objectives 
of farming for the three co-operatives included; creation of employment and income 






strengthening human and community development. Activities carried out by the three co-
operatives took advantage of opportunities in the value chain including production, 
marketing, and transportation of produce to markets.  However, farmers’ activities were 
hampered by a number of constraints.  Production capability of the three co-operatives 
was hampered by resource constraints such as lack of access to land, machinery and 
equipment, finances and information relevant to production.  Marketing, transportation 
and financial management capability of the three co-operatives was hampered by poor 
networking skills, poor infrastructure and low literacy levels.  Management capability in 
the three co-operatives was challenged by complex group dynamics characterised by 
conflict of opinions and issues related to free-rider, horizon, and portfolio problems.  Low 
capability of the three co-operatives to mobilise resources, use the limited resources 
available and low capability to manage institutional arrangements rendered the co-
operatives ineffective in achieving their set objectives. 
 
The study recommends strategies for ensuring the effectiveness of agricultural co-
operatives.  These include strategies for addressing internal and external issues affecting 
the co-operatives.  Direct intervention from government was recommended to improve 
production through revising land allocation systems, improving extension services and 
strict monitoring of effective use of government resources provided to farmers.  
Government should improve access and training to relevant technologies to improve the 
processing and packaging capabilities of co-operatives. Marketing and management 
activities should be supported through provision of improved infrastructure and relevant 
training.  Farmers themselves should consider pooling resources for market rental of crop 
land, engage in value added activities, and develop informed marketing programs and 
cost-effective distributing mechanisms.  Farmers should elect an effective board of 
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RESEARCH PROBLEM AND ITS SETTING 
 
1.1  The problem and its setting 
 
Economic reform in South Africa has increasingly acknowledged a need for improving 
the effectiveness of smallholder agriculture. Collective action has widely gained 
recognition as a vehicle for smallholder agricultural development in South Africa 
(Mphahlwa, 2008). Government promotes co-operatives primarily to increase co-
operative members’ production and income, create employment opportunities, promote 
financial self-reliance and contribute to community welfare (Aliber, 2005). While rural 
farmers attempt to engage in agricultural activities, most individual efforts have not been 
sufficient to improve the situation for the resource-poor farmers (Machete, 1990).  On the 
other hand, collective farming efforts in the South African smallholder agriculture sector 
have also not been effective and successful.  
  
Sharp (2007) argues that unless smallholder farming succeeds, agriculture will have 
limited impact on reducing food insecurity and poverty. Research indicates that collective 
farming enables farmers to engage in joint efforts towards achieving different purposes 
(Makhura, 2001; Ortman & King, 2007).  These different purposes are related to the 
nature of the activities and objectives that are specific to each group (Makhura, 2001). 
Ndlovu (2008) pointed out that the number of newly registered agricultural co-operatives 
in South Africa continues to rise. However, after registration, the co-operatives’ 
functionality remains poor.  While there are reported successes of agricultural co-
operatives in other parts of the world such as Europe (Galor, 2004), South African efforts 
have not addressed smallholder farming constraints.  
 
Smallholder agricultural co-operatives made up of the poorest households in South Africa 
face many challenges in their efforts to increase income and overcome food insecurity 
and consequently, most fail at very early stages (Machete, 2004).  Some co-operatives 






markets and resource constraints such as lack of access to credit and information, as 
reported by Lyne and Ferrer (2006), are still hampering South African smallholder 
agriculture. These constraints result in limited cases of successful agricultural co-
operatives in the Republic of South Africa (Ortman & King, 2007).  Attempts to engage 
in farming, particularly by the rural resource-poor communities, is a risky venture, owing 
to a number of operational and procedural factors (Machete, 2004). Collective farming 
presents even more prominent risks due to a number of structural issues that need to be 
considered (Kirsten, 1998). 
 
However, successes, although limited in South African smallholders, are encouraging.  
Place et al. (2002) found that co-operatives are not uniform in their effectiveness and 
performances whether carrying out similar or different activities due to differences in 
factors affecting their capacity. Place et al. (2002) also pointed out that the number of 
studies conducted around rural collective action is growing. However, there are limited 
case studies that give sufficient documented information to understand the elements 
influencing effectiveness of agricultural co-operatives amongst rural resource-poor 
smallholder co-operatives in South Africa. There are therefore considerable empirical 
gaps to be investigated.  An understanding of such elements is imperative for better 
policy and decision making with regard to interventions that are appropriate for 
improvement of smallholder farming through agricultural co-operatives. Ndlovu (2008) 
supported that such understanding is imperative for the KwaZulu-Natal province that has 
committed a large budget to supporting co-operatives (Ndlovu, 2008).  
 
1.2  Statement of the problem 
 
Collective farming: What are the elements that constitute effectiveness in agricultural co-




The following sub-problems will be addressed in order to obtain the elements constituting 






Sub-problem 1:  What activities are carried out by the three agricultural co-operatives to 
meet their objectives? 
Sub-problem 2:  What are the advantages and disadvantages of collective action in the 
three agricultural co-operatives? 
Sub-problem 3: What are the constraints faced by the three agricultural co-operatives? 
Sub-problem 4: How effective are the three selected agricultural co-operatives? 
 
1.3 Study limits 
 
The study was limited to a purposive sample of agricultural co-operatives recognised by 
the KwaZulu-Natal Department of Economic Development.  The three co-operatives are 
not representative of the total population of registered agricultural co-operatives in the 
Umgungundlovu District.  Therefore, findings of this study cannot be generalised for all 
the agricultural co-operatives of KwaZulu-Natal since only three cases have been 
investigated.   
 
1.4 Study assumptions 
It was assumed that the information provided by farmers was correct even in the presence 
of co-operatives’ leaders.  
 
1.5 Organization of the mini-dissertation 
 
Chapter one of this mini-dissertation has described the problem under investigation, the 
sub-problems, study limitations and assumptions.  A review of selected literature 
pertaining to issues relevant to this study is presented in chapter two.  The geographical 
area in which the study was carried out is described in chapter three along with the 
characteristics of the sample included in this study. The criteria for effective agricultural 
co-operatives developed with key elements for measuring and assessing effectiveness of 
agricultural co-operatives is discussed and presented in chapter four. Chapter five 
describes in detail the methodology used to address the research problem.  The Results 
and discussion of this study are presented in chapter six. The conclusions and 








2.1 Introduction  
 
This chapter presents a literature review related to agricultural co-operatives.  Co-
operatives are discussed, highlighting their role in agricultural development. The 
determinants of collective action in smallholder agriculture, particularly the reasons why 
agricultural co-operatives emerge, are discussed. Literature on collective action as drawn 
from the New Institutional Economics (NIE) is presented, clearly outlining the 
advantages and disadvantages of such action.  Success factors of co-operatives in the 
context of smallholder agriculture are discussed, drawing evidence from empirical studies 
on the success and failure of agricultural co-operatives.  
  
Co-operatives have been widely proclaimed as having a major role in rural agricultural 
development strategies (FAO, 1997).  Department of Trade and Industry (DTI, 2005) 
defined a co-operative as "a self-governing association of persons, united voluntarily to 
meet their common economic and social needs and aspirations".  The typical feature of 
co-operatives is collective action that is democratically controlled yet organised and 
operated on co-operative principles. Co-operatives, in the context of agriculture, play a 
significant role, not only in production, processing and marketing of agricultural 
products, but also in supplying agricultural inputs and services (Vitaliano, 1983; Place et 
al. 2002).  In general, collective farming groups are aimed at operating as small-scale 
enterprises that play an important role in employment creation and income-generation for 
its members (Aliber, 2005).  Promotion of self-help and community development is also 
an objective of agricultural co-operatives, but many remain dysfunctional and ineffective 
in achieving these objectives.   
 
As pointed out by Aliber et al. (2006), the development of agriculture, including 
institutions dealing with this sector, is an urgent requirement.  DTI (2004) argued that one 
of the most important institutions in promoting sustainable development of agriculture is 






co-operative businesses are found in almost all continents of the world, from the 
developing nations of Africa, Asia, and South America to the industrial countries of 
Europe and North America (Galor, 2004).  European countries have the most successful 
co-operatives that contribute significantly to the countries’ economies (Phillip, 2003).  
Northern Europe, where the co-operative movement originated, has a strong agricultural 
co-operative presence (Zeuli & Cropp, 1980).  Statistics show that Africa is the continent 
with the least number of registered co-operatives, particularly those that are successful 
(Foxall, 1982; ICA, 2005).  However, there is an improvement in the cases of successful 
co-operatives with countries such as Kenya, which is leading in the co-operative 
movement of the African continent (Makongoso, 2009). Kenya as a largely agricultural 
country has organised its agricultural production and value chain along primary and 
secondary co-operatives. As reported by Mphahlwa (2008), the South African 
government remains committed to promotion and development of co-operatives.  
KwaZulu-Natal is a province with a larger number of registered co-operatives in 
comparison to other South African provinces and most of these co-operatives fall within 
the agricultural sector (Mkhize, 2009). Furthermore, KwaZulu-Natal has established a 
working relationship with Kenya and the Kenyan Co-operatives College in an effort to 
improve the performance and strengthening in KwaZulu-Natal (Thamaga-Chitja, 2010). 
 
Despite the positive contribution of co-operatives towards addressing issues of market 
access by smallholders in the developed countries, smallholder agriculture in South 
Africa is characterized by co-operatives that generally, have not been successful (Ortman 
& King, 2007).  The failure of agricultural co-operatives indicates the existence of 
constraints in smallholder farming and challenges that still need to be addressed 
(Machete, 2004). Smallholder farmers often face barriers to accessing resources, 
including credit and information, and their markets are often constrained by inadequate 
property rights and high transaction costs (Lyne, 1996).  
 
On the other hand, success, although limited, of some co-operatives shows that there are 
benefits obtained from such associations. Nillson (2001) highlighted that it is worth 






effectiveness. Such information is imperative in strengthening co-operatives and finding 
better ways for external institutions to support and collaborate with them. Such 
understanding is also vital in informing efforts for the members of co-operatives to be 
successful in attaining their desired objective 
 
2.2 Understanding co-operatives 
 
Literature presents numerous definitions of co-operatives but phrasing of the definitions 
varies from one source to another.  The common characteristics that define a co-operative 
as defined by different authors (Nillson, 2001; DTI, 2005) include that co-operatives are: 
• formed by groups of people 
• aimed at fulfilling mutual needs 
• self-governed and a democratically controlled enterprise. 
As defined by (DTI, 2005), fundamentally, a co-operative is an organization formed by a 
group of people who work together voluntarily to fulfil mutual and common needs 
through running a democratically controlled enterprise. The current emphasis that sets co-
operatives from other forms of enterprises their objective of servicing members more 
than profit maximisation (Prakash, 2004). Organisations such as agricultural co-
operatives, as pointed out by Prakash (2004) have a considerable potential to respond to 
the needs of members thereby encouraging their participation through enabling them to 
make individual profits.  
 
As classified by DTI (2005), co-operatives have different categories of primary, 
secondary and tertiary co-operatives.  This study focuses on primary co-operatives, 
defined as autonomous associations of persons voluntarily united to meet their common 
economic, social and cultural needs and aspirations through a jointly owned and 
democratically controlled enterprise.  Major values from which co-operatives are based 
include self-help, self-reliance, self-responsibility, democracy, equality, equity and 
solidarity.  Definitions and values of self-help clearly indicate that co-operatives are 
meant for the groups of people to empower themselves. Co-operatives operate on the 






Table 2.1  Core -principles of co-operatives (DTI, 2005) 
 
• Voluntary and open membership 
• Democratic member control 
• Member economic participation 
• Autonomy and independence 
• Education, training and information 
• Co-operation among co-operatives 
• Concern for community  
 
All the principles presented in Table 2.1 needs to be understood by members if a co-
operative is to be formed. These principles enable the differentiation between a co-
operative run on co-operative principles and a normal business enterprise such as an 
investor-owned firm. 
 
2.2.1 Origin of co-operatives 
 
Frederick (1997) reported that, co-operation has occurred throughout the world and 
throughout history.  The co-operative, as a modern business structure, originated in the 
19th century in Britain due to the Industrial Revolution that affected how business was 
organized.  The Rochdale Society of Equitable Pioneers in Britain first set out the co-
operative principles in 1844 (Frederick, 1997).  The Rochdale Society was a group of 
workers representing various trades that formulated sets of policies that soon became a 
model for other co-operatives and have come to be known as the general principles that 
differentiate co-operatives from other business structures.  In response to the depressed 
economic conditions brought by industrialization, people began to form co-operative 
businesses to meet their needs.  People co-operated with others to help each other achieve 
objectives that they could not reach if they acted individually (Frederick, 1997).  These 
co-operatives were seen as social and economic alternatives to the impacts of emergent 
industrial capitalism (Philip, 2003). 
 
Most agricultural co-operatives in the United States originated in the early 1900s due to 
economic, farm organization and public policy factors (Cook, 1995).  Co-operatives have 
continued to inspire people, and have endured and thrived in many African countries that 






mainstream activities of agricultural undertaking including supply of agricultural inputs, 
joint production and agricultural marketing (Cook, 2005). Input supply includes the     
distribution of seeds and fertilizers to farmers. Co-operatives in joint agricultural 
production assume that members operate the co-operative on jointly owned agricultural 
plots. The third category consists of joint agricultural marketing of producer crops, where 
farmers pool resources for the transformation, packaging, distribution and marketing of 
an identified agricultural commodity.  
 
Most agricultural co-operatives in the developing countries focus more on product 
marketing and input supply as opposed to production (Ortmann & King, 2007), but in 
some cases, agricultural co-operatives have combined both input distribution and crop 
marketing. There is growing evidence (Cook, 2005) for failure of production co-
operatives such as the development projects in the former homelands resulting from the 
group dynamics such as sharing of labor involved in collective production. As such the 
smallholder in the South African context has a few successful agricultural production co-
operatives (Ortman & King, 2007).  
 
Agricultural co-operatives existed in the history of South Africa way before the 
entitlement of the rights to association (Philip, 2003). The difference between the 
historical and current co-operatives is in recognition and support provided by government 
(FAO, 2003).  Table 2.2 outlines the sequence of events that occurred in the co-operative 
movement of South Africa. The South African government remains committed towards 
the promotion and development of co-operatives for the nation (Mphahlwa, 2008).  
Allocation of funds for assistance of co-operatives shows government’s commitment to 












Table 2.2 South African history of co-operatives 
Period  (Year) Event in the co-operative movement 
Late 1800s 
 
9th Century  
(1892) 
White farmers organised themselves into agricultural co-operatives which marketed 
produce and procured inputs such as seeds, fertiliser and livestock 
First establishment of co-operatives in Natal - the first province that adopted the co- 
operative practice in South Africa. The established co-operatives were Pietermaritzburg 
Co-operative Society and Natal Ceremony Limited (Barratt, 1989) 






Establishment of the Land and Agricultural Bank of South Africa by government after 
Anglo-Boer war to provide loans for farmers (Smith, 1979). The bank strengthened the 
white farmers co-operatives established in the 1800s. 
The black farmers’ co-operatives started to be promoted as part of the apartheid plan to 
boost homelands. However such co-operatives did not get the state of support provided 
to white agricultural co-operatives and therefore they remained weak. 
1994 South Africa became a democratic country; the constitution provided the right to 
association and the right to economic development. For the first time, all South Africans 
















Establishment of the NCASA as a body for bringing together all South African co-
operatives. The NCASA emphasizes provision of high quality service, such as ongoing 
training, education and counselling of co-operative members.  Mobilization of funds is 
also recognized as one of the important tasks that have to be performed (Ministry of  
Agriculture and Land Affairs, 1998). 
The Department of Agriculture embarked on a review process of regulations pertaining 
to co-operatives. The legislation was skewed in favour of agricultural co-operatives and 
hence the registrar of co-operatives’ office was placed within the Department of 
Agriculture 
The cabinet took a decision to shift the responsibility for administration of co-operatives 
from the National Department of Agriculture to the Department of Trade and Industry. 
The shift was based on the recognised need to support and promote to the non-
agricultural co-operatives that were emerging  
 
Currently in the Republic of South Africa, the Micro Agricultural Finance Institutions of 
South Africa (MAFISA) is working in partnership with the Land and Development Bank 
to finance the agricultural co-operatives in the South African provinces. Ndlovu (2008) 






mandate that approximately three new agricultural co-operatives should be registered 
every month.  Inngs (2007) reported that the KwaZulu-Natal Department of Finance and 
Economic Development has given the Ithala Development Corporation R220 million 
over the past two years to finance 1 020 co-operatives.  Agricultural projects are included 
in the kind of co-operatives that should be assisted by the Ithala bank.  People can also 
access funds through a joint fund between the department and banks, under which the 
government and the bank each put up R25 million.  Despite the financial assistance 
efforts by government, Ndlovu (2008) pointed out that more still needs to be done by the 
government departments to ensure success of co-operatives in KwaZulu-Natal.  
 
2.3 Objectives and activities of agricultural co-operatives 
 
Co-operatives have emerged due to numerous objectives that government and farmers 
themselves aim to fulfil (DTI, 2005).  The South African government acknowledges that 
a real, independent and economically viable co-operative movement and its membership 
have significant development potential to: 
• create and develop income-generating activities and sustainable decent 
employment; 
• develop human resource capacities and knowledge of the values, advantages and 
benefits of the co-operative movement through education and training; 
• develop business potential, including entrepreneurial and managerial capacities; 
• strengthen competitiveness as well as gain access to markets and institutional 
finance; 
• increase savings and investment; 
• improve social and economic well-being, taking into account the need to 
eliminate all forms of discrimination; 
• contribute to sustainable human development; and,  
• establish and expand a viable and dynamic distinctive sector of the economy 







Research points out that agricultural production groups are generally aimed at operating 
as small-scale enterprises and play an important role in employment creation and income-
generation for members to achieve improved quality of life through self-help 
(Bembridge, 1997; Aliber, 2005). The role of agricultural co-operatives is realized 
through achievement of objectives that are difficult to meet when smallholders act 
individually (DTI, 2005).  According to FAO (1997), one benefit for farmers in joint 
liability is the ability to gain access to funding.  The individual farm households very 
often have no collateral and therefore members embark jointly to guarantee repayments.  
Marketing groups bring together input suppliers, producers and traders to ensure steady 
and timely delivery of agricultural produce, such as poultry, vegetables and dairy 
products.  According to FAO (1997), it is important that farmers engage in co-operatives 
with common motives and a passion for farming. 
 
According to Mohamed (2004), the activities of a co-operative are essential for the 
acquisition, utilisation and management of basic resources.  These activities or processes 
are the fundamental elements for a vibrant co-operative.  Previously, the primary function 
of the co-operatives was marketing of agricultural output (Kim & Mahoney, 2005).  
However, the actual activities of the co-operatives currently tend to take advantage of the 
whole value chain.  Agricultural co-operatives in developed countries typically acquire 
finance and are involved in production, storage, processing, packaging, distribution and 
sales of agricultural produce (Marshal, 2005). Finance activities in co-operatives 
perpetuate capital, production activities create outputs, and overall activities are aimed at 
achieving the objectives (Murray & Konstantinos, 2003).  
 
Prakash (2004) argued that agricultural smallholders should undertake value-added 
operations to increase income generating opportunities.  Agricultural co-operatives are 
often viewed as appropriate means to facilitate vertical coordination with, or horizontal 
integration between smallholders who would have been excluded from value-adding 
opportunities and discriminating markets (Lyne & Collins, 2006). Value-addition is 
achieved through an efficient marketing strategy where basic products are transformed 
into other products that are in high demand in the market. A number of agricultural co-






through agro-processing and many countries have learnt from each other (Kirsten et al. 
2002).  Simple value-addition can be achieved through careful and systematic handling of 
product, its grading, packaging and transportation. Value addition is also achieved 
through attractive, informative branding and pricing clearly described on labels.  
According to Delgado (1999), smallholder farmers in Africa have not taken up the 
significant opportunities availed through value added products due to the lack of access to 
technology. 
 
In South Africa, co-operatives provide services in various markets such as field crops, 
horticulture, livestock, trading of agricultural commodities, handling and storage 
facilities, marketing of farming equipment, manufacture and distribution of animal feeds, 
operating retail outlets, financial services products, sale and distribution of crop care 
products and packaging of agricultural produce (Liebenberg, 2000).  
 
According to Prakash (2004), management, leadership and control activities are 
important and have a significant influence on dynamics in the co-operative. According to 
the Co-operatives’ Act, co-operatives should be efficiently managed and controlled by a 
democratically-elected, trained boards of directors (DTI, 2005).  Management and 
leadership activities assure initiation, coordination, supervision and evaluation activities. 
Effective management of any organisation should supervise performance according to the 
set standards and develop strategic ways of assigning and delegating members. 
Management should further ensure comparison of advantages and disadvantages of the 
alternative courses of action in the co-operative.  According to Knight et al. (2003), good 
co-operative governance entails a management system that supports participation of all 
stakeholders and should be transparent, reliable, flexible, accountable, and enforceable, 
have integrity and be practical.  
 
2.4 Determinants of collective action 
 
Collective action means group action and therefore, collective action theory refers to 
activities that require the coordination of efforts by at least two or more individuals to 






interdependent so much so, that one person’s outcome is dependent on the action of 
others. Additionally, definitions of collective action unreservedly presume that there is 
some degree of collective decision-making in the pursuit of members’ shared interests in 
collective action. According to Olson (1975), when markets fail due to imperfect 
information and high transaction costs, horizontal coordination can promote participation 
in local markets and competition in wider markets. Under the current South African 
system, promoted by government, of registration of groups as agricultural co-operatives, 
farmers grow and market produce collectively.  Collective action is meant to assist 
smallholder engagement in markets, contributing to improvements in rural economies 
(Sandler, 1992).  
 
Collective action may take varied forms, but its drivers seemingly encounter similar 
problems that may lead to indulgence of the drive and eventually its downfall. For 
example, most South African communal projects are organised around conventional co-
operatives, as opposed to new generation co-operatives, and are fraught with free-riding 
problems, horizon, portfolio and control and influence problems. Nilsson (2001) and 
Cook and Illiopoulos (2000) have used the term traditional co-operative to refer to co-
operatives operating according to principles presented in Table 2.1.  Adoption of these 
principles ensures that the primary objective of the co-operative is to service its members, 
rather than long term profit maximization as in a non-co-operative business. However, 
modern co-operatives do not comply with these principles; they provide investors, 
including external investors in some cases, with dividends, capital gains and even voting 
rights. Therefore traditional co-operatives adopt modern co-operatives principles based 
on recognition of the equal importance of the member both as user and as a co-operative 
investor. Hence, adequate financing of co-operatives is fundamentally a pre-requisite for 
successful development of co-operatives. 
 
Much attention has been directed to explaining collective action and the factors that 
support or discourage it.  Success of collective efforts depends on the nature of the 
collective action problem, group attributes, institutional arrangements and external 






complex phenomenon, it is plausible that individual behavior by means of collective 
action is influenced by costs and benefits of participation. Determinants and advantages 
of collective action include the market advantage, pooling of resources and social 
benefits. 
 
2.4.1 Marketing advantage 
 
Co-operatives can be effective when elements constituting effectiveness are clear and 
strengthened. Therefore advantages such as the market advantage of collective action in 
smallholder agriculture should be explored. Large-scale retailers such as supermarkets are 
looking for producers that have the potential to supply large quantities of product with 
uniform quality year-round.  Globalisation has brought demands by retailers that are due 
to direct pressure from consumers.  Consumers wish to always find the products they 
require, on the shelves in the same appearance and equal in quality to the previous 
purchase (Kirsten & Roets, 2005).  A reliable supplier with consistent quality and 
quantity is crucial for large-scale retailers.  It is highly unlikely that a single resource 
poor smallholder producer can meet the needs demand by large-scale retailers.  If farmers 
work in groups and collaborate with other groups, the possibility of meeting the retailers’ 
demands is improved (Christiansen, 1990).  It is also important for co-operatives to 
collaborate with each other to ensure a high year-round supply. The ability to provide the 
huge supplies at all times becomes a privilege and enhances the power that smallholders 
wield when negotiating with large-scale retailers.  
 
2.4.2   Pooling of resources 
 
Resources such as land, transport, labour and machinery are important for farmer 
effectiveness in the market.  According to Stringfellow (1997), agricultural co-operatives 
allow pooling of resources to invest in farmers’ operations. This in turn helps farmers’ 
co-operatives become more active market participants. He further argued that from the 
donor, government and NGOs, it is much easier to distribute resources to a group rather 
than individuals.  It is highly unlikely that an individual resource-poor farmer would have 






allow farmers to pool plots of land into a single farming operation (FAO, 2001).  Pooling 
of land helps to produce at scale with productivity gains and market advantage.  
Alternatively, diversification of activities, such as growing of different crops, can be 
carried out in the plots. Therefore, the potential of pooled land is far beyond the potential 
of any single farm business (Stringfellow, 1997). 
 
Moreover, Lyne & Thomson (1998) pointed out that some smallholders are forced by 
circumstances such as unavailability of labor, not to farm their communally allocated 
land. The importance of an efficient rental market to transfer under-utilised cropland to 
households that are willing and able to farm it is therefore emphasized (Lyne & 
Thomson, 1998). Therefore, collective action in agricultural co-operatives allows an 
opportunity for smallholders to pool their resources and rent the under-utilised fertile land 
and market the produce collectively. 
 
Farmers’ co-operatives can also permit fuller utilization of machinery owned by one or 
more members (Stringfellow, 1997).  Moreover, pooling of human resources and skills is 
another advantage. The National Department of Agriculture (2005) argued that the skills, 
interests and knowledge of co-operative members generally tend to differ.  The 
differences in skills and levels of knowledge between members of an agricultural co-
operative allow specialization of labour (Morris, 2001). In a co-operative, members can 
spend time on activities that suit them whereas a single farmer is obliged to carry out all 
activities on his own. Specialization of labour motivates members and motivates effective 
performance. If members specialize in the kind of work they do, flexibility in terms of 
working hours and time off is possible (Hedden & Mollel, 2001). Furthermore, the 
potential for coordinating individuals’ work and establishing rosters over the week and 
year is possible in a co-operative. The advantage is that the absence of one member does 










2.4.3  Social benefits 
Apart from attaining market advantages through co-operatives, there are associated social 
benefits. The co-operation option in agriculture and even in the other sectors offers 
learning and innovation.  According to Gertler (2001), the co-operative environment 
increases opportunities for ‘bouncing ideas around’.  The diversity of individuals working 
together allows sharing of ideas resulting in higher levels of learning from each other 
(Morris, 2001).  Greater teamwork can also offer important psychological and social 
benefits through increasing the possibilities for sharing with peers the emotional highs 
and lows associated with successes and failures (Marshal, 2005).  Psychologically, 
individuals need to be appreciated for the work they have done and this is a need more 
than a want.  The rewards of a co-operative are shared amongst the members and the 
same applies for the failures; it is highly unlikely for farmers in a co-operative to give up 
simultaneously. Given the diversity in personalities of members, some members will give 
hope to others in times of failure. Therefore, the perseverance of a co-operative is 
stronger than that of an individual. Amongst the social benefits of the agricultural co-
operatives is the democratic nature of the co-operatives.  Therefore, clearly the social 
element cannot be taken for granted when exploring elements that are of benefit to 
members and that contribute to the success and sustainability of the co-operatives. 
 
2.5  Empirical studies on successes of co-operatives in smallholder agriculture 
 
According to Peacock & Jowett (2006), improvement in infrastructure is critical for 
growth of smallholder collective or individual producers in the context of America and 
Asia.  Due to improved infrastructure, a range of market opportunities for smallholder 
producers are open and the linkages between producers and potential buyers have been 
improved. Such improvement has resulted in the ease of access to farmers by buyers and 
vice versa as a result of roads that are in good conditions and improved access to 
telecommunications. A study conducted by Prakash (2004) in the Asian Pacific Region 
concluded that success of agricultural co-operatives is enhanced by internal and external 
factors. The internal factors included having trained professional and motivated 






information and value-added activities through the use of advanced technologies. 
External factors included positive support and helpful role of the government, market 
reforms, availability of basic infrastructure and healthy linkages with regulatory and 
developmental agencies and institutions.  
 
A study conducted in Mexico, investigated smallholder market participation in maize 
markets (Key et al. 2000).  Selling to formal markets tended to significantly increase 
production and selling for smallholder farmers (Key et al.  2000).   Results of the study 
further showed that ownership of certain assets, such as vehicles, assisted farmers reach 
potential buyers.  In the Ethiopian highlands, a study conducted by Holloway et al.  
(2000)  sought to identify alternative techniques affecting participation among peri-urban 
milk producers.    One  of  the  findings  was  that  by  locating  producers  closer  to 
markets, travel costs to the markets could be minimised (Holloway et al. 2000).   
 
Conclusions of the study conducted by Place et al. (2002) in Kenya showed that the 
conditions necessary for the success of smallholder agricultural co-operatives include that 
co-operatives should:- 
• be member-driven, member-controlled and member-responsive; 
• be managed by cohesive governance structures; 
• undertake comprehensive programmes for member education in order to facilitate 
the process of members’ participation, members’ involvement and empowerment; 
and for training of staff and members of boards of directors; and, 
• establish viable and strong linkages with external research and development or 
extension agencies in the field of agriculture and technology.  
 
The study showed that the use of cell phones to distribute modelled market information 
such as prices, available markets and distribution channels through both text message and 
voice technology gives even illiterate small-scale farmers greater bargaining power when 
dealing with buyers (Place et al. 2002).  A typical example is demonstrated through a 
study conducted by Moloi (2007), of commercialisation of vegetable producers in the 






demand and good quality supply causes high prices of produce implying good market 
growth opportunity.   
 
A study conducted in South Africa by Prakash (2004) found that established the linkage 
between diversification, growth and membership size in a co-operative. The study found 
that the expansion in terms of size had an effect on the rate of growth of co-operatives. 
The study suggested that any additional membership allowed faster performance of 
related activities and influenced growth of the co-operative.  Magingxa et al. (2006) 
conducted a study on factors influencing the success potential of smallholder irrigation 
projects in South Africa. Results of the study showed that if farmers use production 
systems that are diverse, adopt measures to control costs and use marketing strategies that 
seek the highest level of profit, market access is likely to improve.   
 
2.5.1 Empirical studies on failures of co-operatives in South Africa 
 
A study conducted by Machete (1990) interviewed members of six agricultural co-
operatives in a former homeland of South Africa.  The study was carried out to determine 
the causes of poor performance and failures of co-operatives.  The study responses show 
that co-operative members did not clearly understand the purpose of a co-operative in 
terms of how it functions and what members’ rights are. According to Ortmann & King 
(2007), a relative lack of education and training might be the cause of this ignorance.  
 
A number of studies have been conducted around barriers to market participation of 
smallholders in KwaZulu-Natal. Gadzikwa (2006) investigated the appropriate 
institutional and contractual arrangements for the marketing of organic crops produced by 
members of EFO in KwaZulu-Natal.  Analysis of free-riding behaviour in this study 
suggests that free-riding poses a serious threat to EFO’s collective marketing efforts. The 
study showed that members who are male, poorly educated, partially organically 
certified, aware of asymmetrical information related to grading procedures, and who did 
not trust the buyer are more likely to free-ride.  The results suggested that  EFO is more 
likely to survive if it continues to secure information, transport, fencing and certification 






harvest and delivery dates.  Negotiating price discounts for organic inputs and by 
maintaining an office with telephone, fax and postal services was also found to be 
important for success of this farmer organisation (Gadzikwa et al. 2007). 
 
A study by Makhura (2001) on overcoming transaction cost barriers to market 
participation among smallholder farmers in the Northern Province of South Africa 
showed that decreased market participation is due to high transaction costs.  Furthermore, 
performance is damaged by weak institutional arrangements that constrain capital and 
which lead to strategic choices that depend largely upon group dynamics (Gadzikwa, 
2006).  The summary of threats and barriers as per findings of the studies (Machete, 
1990; Mthembu, 2008; Thamaga-Chitja, 2008) are presented in Table 2.3. 
 











A study conducted by Thamaga-Chitja (2008) determined the elements that threaten 
success of organic farming in the three groups in KwaZulu-Natal.  The same groups were 
researched by Mthembu (2008), who investigated barriers to smallholders’ market 
participation. While the study concludes that such challenges have not stopped 
smallholders from participating in formal and informal markets using different marketing 




• members’ lack of understanding of their co-operatives’ role 
• lack  of  access  to  relevant market  information, market  location,  pricing  and  
crop management handling (Mthembu, 2008), lack of knowledge and information in       
production, soil nourishment and disease control (Thamaga-Chitja, 2008) 
• failure of co-operatives to involve members in policy decision-making and to compete with 
other businesses (Machete 1990) 
• inability of co-operatives to provide sufficient credit and to dismiss inefficient management 
• fencing, irrigation, appropriate extension, illiteracy, non-conducive policy environment 
(Thamaga-Chitja, 2008) 
• lack  of  relevant  facilities  for  storage,  processing  and  packaging  to  retain  
quality and add value to products (Mthembu 2008) 







2.6 New Institutional Economics and co-operatives  
 
The New Institutional Economics (NIE) theory is useful and applicable to understand the 
important elements influencing operation of co-operatives. NIE explains the economics, 
law, organisational theory, political science and sociology that influence the operation of 
co-operatives.  According to Sykuta & Cook (2001), NIE emerged with Coase (1937), 
cited by Ortmann & King (2007) in the article “The Nature of the Firm”. The NIE is a 
multidisciplinary field which combines economics, law, organizational theory, political 
science, business organisation and sociology (Kherallah & Kirsten, 2001).  The first 
purpose of the NIE is to explain the determinants of institutions and their progression 
over time.  According to Klein (1999), NIE aims to explain what institutions are, how 
they arise, what purposes they serve, how they change and how they should be reformed. 
Secondly, the NIE school of thought is useful in evaluating the impact of institutions on 
economic performance.  Porter & Scully (1987), defined institutional arrangements not 
only as a set of formal laws, contracts, political systems, organisations and markets but 
also as  informal rules of conduct such as norms, traditions, customs, value systems, 
religions and  sociological trends.  These sets of formal laws and informal rules facilitate 
organisation or govern relationships between individuals or groups.  
 
While some organisations cannot be qualified as institutions, many institutions are 
organisations; for instance, households, firms and co-operatives (Kherallah & Kirsten, 
2001).  Co- operatives and farmer organisations are institutional arrangements that have 
recently achieved recognition in organising smallholders in developing countries.  
Nzimande (2009), who spoke at the recent International Co-operatives Conference held 
in the Republic of South Africa, emphasised that the co-operative movement is the most 
suitable vehicle for true empowerment of ordinary people. Therefore, the theoretical 
framework of NIE can be useful in analysing the effectiveness of co-operatives.  The NIE 
provides the theory of transaction costs that applies in co-operatives (Kirsten & Mylene, 
2001). Transaction costs include the costs of information, negotiation, monitoring, 
coordination and enforcement of contracts (van Zyl, 1998).  Transaction costs include the 






reaching decisions, of negotiating contracts and of policing and enforcing those contracts 
(Coase, 1937).   
 
Results of the study conducted by Kirsten & Roets (2005) on the potential to 
commercialise goat production suggested that formation of co-operatives and contract 
growing are the vehicles of choice to commercialise the goat industry. The study found 
that small herd sizes increase the transaction costs for individual farmers and inputs 
required can be prohibitively expensive.  Kirsten & Roets (2005) argue that obstacles of 
transaction costs can be overcome through the collective action of goat farmer co-
operatives.  NIE can also assist in explaining the constraints faced by co-operatives.  
 
2.7  Constraints facing smallholder agricultural  co-operatives 
 
Co-operatives provide opportunities for poor rural people to make a living, either through 
selling their produce or through employment. However, the reported success level for 
smallholder agricultural co-operatives is very low, particularly in KwaZulu-Natal 
(Ndlovu, 2008).  Smallholder farmers face constraints in production and in their ability to 
access resources and markets.  In addition, co-operatives become more complex as they 
mature and respond to competition (FAO, 2007).  Members, on the other hand, become 
more demanding as market opportunities increase.  As a result, traditional means of 
solidarity are challenged.  Insights from NIE can be used to explain the economic 
problems and the conflicts arising from co-operative principles.  Effective capitalisation 
of a co-operative largely depends on the harmony between members and the co-operative 
interests (Bembridge, 1997).  NIE suggest that as a co-operative grows into a commercial 
entity, interests of individuals and the interest of the co-operative may diverge (Coase, 
1937).  The conflicts of interest usually create at least three important problems; the 
horizon, the portfolio and the internal free rider problems (Olson, 1975).  
The horizon problem consists of pressure by co-operative members to increase their 
current payments based on services rather than to make investments in the co-operative 
that would create greater future benefits. This short term demand of benefits usually 






reasons why members are generally reluctant to invest in co-operatives.  The main 
reasons are the strong desire for members to get money or other benefits now, as they 
may not trust the co-operative or they do not view it as a sustainable venture that will 
help them increase their wealth in the long run.  According to FAO (2007), some 
members tend to view themselves as customers and the management as the owners of the 
co-operative. Consequently, members are unenthusiastic to invest and wait for the long 
term benefits from the co-operative. 
The portfolio problem arises when members are not able to understand that their 
individual investments will benefit them. The portfolio problem results in diminished 
members’ willingness to invest individually owned resources in the co-operative (Cook, 
1995).  Members possess a variety of assets, defined as “a portfolio” in NIE.  The assets 
are usually of different forms such as land, cattle, implements, savings and investments.  
Since these assets are individually owned, the owners have choices as to how they would 
like to manage the resources to optimise the value of the assets.  Individual members are 
often hesitant to invest assets in the co-operatives due to uncertainties regarding returns 
relative to returns from investing outside the co-operative (Vitaliano, 1983).  
According to Zeuli (2004), members are usually concerned about the potential growth in 
their investments if made in the co-operative. Another concern is that of members’ 
entitlement to take out their investments.  Members are interested in the amount they are 
entitled to draw, the conditions of so doing and the control they have over funds in the 
co-operative.  Members tend to fear the complications that may arise because shares may 
generate low dividends or no dividends at all, and many do not appreciate in value (Cook, 
1995).  Issues such as inflation, discourage members as the value of their investments, in 
terms of purchasing power are likely to decline.  Shares may also be difficult to redeem 
when money is most needed (DTI, 2005), such as in an emergency or when a special 
opportunity arises. Generally, individual members of co-operatives do not perceive 
investment in a co-operative as an effective way to accumulate redeemable savings 






The free-rider problem occurs when members want to gain the most advantages from the 
benefits of co-operation without contributing accordingly; a common element of 
collective action (Royer, 1999).  A free-rider is someone who enjoys the benefits of a 
positive outcome without paying the costs attached to it (Olson, 1975). The free-rider 
problem usually occurs in cases where the group works towards the provision of a public 
commodity.  Since ownership of the co-operative’s assets is collective, there is a high 
probability of free-rider problems as property rights are not tradable, insecure or 
unassigned (Royer, 1999).  In addition to the problems associated with collective action, 
as outlined in NIE, smallholder co-operatives face other constraints related to marketing, 
skills and constraints due to the policy environment of such bodies.  
2.7.1 Market constraints  
Literature indicates that smallholders face a range of barriers that hamper market access 
and participation (Makhura, 2001; Haggablade et al. 2004; Machethe, 2004; Maltsoglou 
& Tanyeri-Abur, 2005; Boughton et al. 2006). Market constraints in the context of 
smallholder agriculture are mainly due to the characteristics of smallholders and the areas 
in which they are located.  The challenges are mainly due to poor infrastructure that 
characterises rural areas and limits farmers’ access to information (Kirsten, 1998).  Poor 
infrastructure implies that transportation of products to the market is a problem (Morris, 
2001). Improved infrastructure reduces transaction costs for market participants 
(Matungul et al. 2001). Farmers in remote areas have little or no access to 
telecommunications such as mobile phones, internet and e-mail. Therefore 
communication between smallholder farmers and potential buyers is usually poor as 
farmers cannot negotiate business and prices without having to go directly to the markets 
(Ferris et al. 2006).  Due to historical factors, there is a lack of adequate information to 
support smallholders (Aliber et al. 2006).  Farmers lack information about potential 
markets, financial institutions available to support them and information about prices 
(Porter & Scully, 1987; Stefano, 2004). 
 
Although new policies supporting the development of co-operatives have been 






Extension exists as one system of disseminating agricultural information to farmers but 
the services are not effective (Duvel, 2004).  Documentation of information on 
smallholder related issues is conducted on a continuous basis, but the problem faced by 
farmers is the utilisation of the information.  Research indicates that the current extension 
system in South Africa is not able to disseminate information to farmers (Farrington et 
al., 2002; Duvel, 2004).  A lack of resources makes it very difficult for black farmers to 
utilise existing research and extension services (Morris, 2001).  As a result, resource-poor 
farmers experience a challenge in terms of shortage of information and communication 
flow from the agricultural extension and research service (Hawkins & van der Ban, 
1996).  
 
2.7.2 Skills constraints  
 
Dixon (2004) pointed out that very little attention has been given to development of 
smallholders' skills in South Africa and that training and skills development is 
inadequate. Management of interpersonal relationships is an issue that must be addressed 
because it has been the basis of co-operatives collapsing due to the dynamics between 
individuals (FAO, 2001).  A study conducted by Kherallah & Kirsten (2001) concluded 
that the staff and board members of co-operatives lack managerial skills. Therefore, co-
operatives have not been able to strengthen their business operations mainly due to 
inadequate training support. Poor administration skills also need to be addressed if the 
agricultural co-operatives are to be made successful.  Moreover, co-operatives face the 
challenge of providing sound business plans and this may be due to high illiteracy levels 
that characterise the members of the small-scale agricultural co-operatives (Ortman & 
King, 2007). 
 
2.7.3 Financial constraints  
 
As argued by DTI (2005), promotion of co-operatives is not to be viewed in isolation 
from wider national development policies and programs. Changes in some of the policies 
have played a significant role in posing challenges in co-operatives in South Africa.  






political and economic paradigms have led to major changes in the political, social and 
economic environments within which agricultural co-operatives operate.  Amongst the 
challenges facing the smallholder agricultural co-operatives are a number of global 
changes (Aina, 2007).  The changes are posing a challenge in the viability and 
development of smallholder agricultural co-operatives in the developed and developing 
world (Rouse, 1996).  These challenges include the decreasing flow of development 
assistance.  From the 1960s through to the early 1980s, the promise of co-operatives 
attracted many supporters, government departments and international organizations such 
as FAO and the World Bank, as well as development assistance agencies from 
industrialised countries.  Most donor agencies now face budgetary constraints resulting in 
priority changes.  A decline in the support given to the agricultural sector, particularly the 
agricultural co-operative, has emerged as a consequence of these changes (Aliber, 2005). 
Privatisation of state agencies and businesses poses another challenge to smallholder 
agricultural co-operatives (National Institute for Economic Policy, 2004). Globally, 
marketing boards that were owned by the state and banks are currently privatised; their 
new owners are usually interested in dealing with co-operatives only as business 
enterprises. Financial institutions now view co-operatives as government-led sources for 
the supply of agricultural commodities, or vehicles of social change. Therefore, the 
smallholder agricultural co-operatives are facing a challenge in terms of meeting business 
enterprise standards (Roy, 1994)  
Farmers are required to produce co-operative business plans in order to obtain financial 
assistance.  Ndlovu (2008) stressed that the Department of Economic Development has 
committed itself in ensuring screening of agricultural co-operatives based on business 
plans.  On the other hand, the South African smallholder farmers are characterised by 
high illiteracy levels. Therefore, having financial institutions that do not consider all the 
dynamics of the beneficiaries is not desirable.  Donors (Government and private sector) 
in the current South African system are demanding the formation and development of 
smallholder agricultural co-operatives. Grouping has become a requirement for better 
access to finance, but forming groups has not proven to be the key to success as 






management skills of the farmers given their low literacy levels and lack of management 
skills.  Since co-operatives are viewed by donors as business enterprises, collective action 
can lead to collective failure.  Amongst the objectives of co-operative development, is 
promotion of solidarity in the communities (DTI, 2005).  However, pressures by 
government, donors, and NGOs to encourage collective action, often do not result in 
solidarity.  Collective action driven by donors’ demands rather than the interests of 
members, results in weak co-operatives in terms of solidarity and cohesion (Zeuli, 2004).  
According to Stringfellow (1997), donor driven action has a negative effect on co-
operative development.  Members need to share common agendas that are developed 
internally for cohesion. 
 
2.8  Overview of success factors for smallholder agricultural co-operatives 
 
Co- operatives need to meet their goals to be able to survive and prosper in a sustainable 
manner (Ruerd & Francesconi, 2007).  Kirsten (1998) argues that for the co-operative to 
be sustainable, it should serve both as a social and economic unit. Smallholder agriculture 
in South Africa is viewed as one small but key element that can be adopted to reduce 
poverty for some households in the former homeland areas and contribute to local 
economic development (Manoni, 2005). The emerging agricultural sector has a vital role 
to play in terms of the economic growth and development that can be attained if or when 
farmers participate in markets for their produce (Makhura, 2001).  Agricultural co-
operatives, as argued by DTI (2005), present an opportunity for smallholders to 
participate in markets and contribute to local economic development.  However, in 
contrast to other businesses, the rewards from trading activities of a co-operative are to be 
available and to be shared between all members, on a collective basis.  According to FA0 
(2007), market participation of emerging smallholders implies increased and successful 
participation, or rather, enhanced ability to participate successfully in output markets.   
 
According to Woodend (2003), market access is critical for successful co-operatives.  A 
study conducted by Moloi (2007), showed that market access is determined by credit 






producing for the market can assist emerging farmers to become a significant part of the 
economic base.  Producing for the market provides a number of benefits and advantages 
such as rural employment and income generation (Ngqangweni, 2000; Makhura, 2001).  
Results of a study conducted by Hendriks & Msaki (2006) suggested that producing for a 
market has a potential to improve food consumption patterns and food quality, directly 
through income generated, and indirectly through increased labour opportunities that 
result in wages and in-kind food transfers.  However, a number of strategies must be 
applied if co-operatives are to compete in a market. While maximizing profits is not the 
main purpose of the co-operatives, it is important however, for co-operatives to generate 
income in order for them to remain viable.  Therefore success factors are specific to co-
operatives that operate for specific purposes. 
 
The first area of focus in the development of co-operatives is financing of the co-
operative.  Co-operatives need access to capital to enable them to develop as effective 
entities. According to Phillip (2003), growth of co-operatives is not likely to be 
significant if access to finance is limited.  According to FAO (2007), co-operatives need 
to adapt by finding new ways to finance their operations and to compete, while 
maintaining their co-operative identity as they may adopt mechanisms used by limited 
companies.  Most income generating co-operatives that succeed in growing as viable 
entities choose to adapt and be innovative, moving away from a strict interpretation of 
traditional co-operative principles towards those of a modern co-operative. 
 
Changes in co-operative financing have been underway for decades in Europe, North 
America, Australia and New Zealand (Nillson, 2001).  While democratic control remains 
important, and open membership is preserved, members’ roles as investors remain 
prominent and for this to be effective, members who are shareholders receive returns that 
serve as incentives.  The most important source of co-operatives’ funding is members as 
users and investors.  Therefore, without own funding as a base, it is difficult to attract 
funds from others (FAO, 2007).  To be successful, a co-operative must ensure well-
organized use of existing resources such as facilities, equipment, finance, procedures and 
people through proper management of costs. According to FAO (2007), co-operatives 






achieved through well structured management training programmes focused on improved 
use of available resources.  
 
Legal frameworks should be considered when working towards success of a co-operative. 
It is vital that a co-operative has a set of rules guaranteeing that business contracts will be 
enforced if the co-operative is operating in business form.  The legal framework for the 































CRITERIA FOR EFFECTIVE AGRICULTURAL CO-OPERATIVES 
 
As described by Kherallah and Kirsten (2001), “co-operatives are institutions such as 
households and firms”.  The agricultural co-operative is considered a social organisation 
(Mohamed, 2004), as it is a support system of the society established to achieve societal 
goals. The necessary human and material resources or inputs for achieving activities of an 
agricultural co-operative are obtained from the environment within and outside the 
society.  The co-operative engages in processes that result in changing inputs into outputs 
such as using seeds to produce vegetables.  These outputs are distributed to meet the 
needs of the society’s individuals and then new resources acquired from selling the 
produced vegetables are obtained to start the activities again. Through the circular and 
continuous transformation of inputs into outputs and vice versa, the co-operative 
maintains its existence to serve the society (Prakash, 2004).  Therefore, it is imperative 
that organisational effectiveness of co-operatives be explored. 
 
Research indicates that the concept of organisational effectiveness is highly complicated, 
ambiguous, and general and that there is no specific indicator to measure organisational 
effectiveness (Mohamed, 2004).  However, literature suggests a number of indicators that 
can be used to measure and determine organisational effectiveness. According to 
Mohamed (2004), choosing a certain measurement or indicator for measuring 
organisational effectiveness is based on the organisation’s nature and the goals of 
evaluation.  
 
3.1 Approaches for measuring organisational effectiveness 
 
Literature (Taylor et al. 2004; Haggablade et al., 2007) provides four approaches that can 
be used to develop measurements of an organisation’s effectiveness.  The approaches or 
the definitions for assessing organisational effectiveness, as outlined by Taylor et al. are:  
• definition according to the goal approach, 
• definition according to the system resources approach. 






• definition according to the constituency approach. 
The goal approach to assessing organisational effectiveness is considered to be the most 
common approach for measuring organisational effectiveness (Taylor et al. 2004). In the 
goal approach, organisational effectiveness is measured using the organisation’s ability to 
achieve its goals as an indicator.  A goal is a desired state or future state of an 
organisation, which the organisation attempts to attain (Prakash, 2004). Goals serve as 
standards by which members of an organisation, and outsiders, can assess the success of 
the organisation.  According to the goal approach, an organisation is assessed upon ends 
and not methods.  Mohamed (2004) argued that the goal approach to assessing 
organisational effectiveness focuses on the end results and overlooks the process 
followed to achieve those results.  
 
The process approach of assessing organisational effectiveness focuses mainly on the 
internal organisational processes being specific features or measurements for the 
organisational effectiveness.  Taylor et al. (2004) described the process approach as the 
one that uses several organisational features that characterize the effective organisations 
such as:  
• the integration of individuals and organisation’s goals, 
• making use of the individuals and groups powers, 
• flowing of information vertically and horizontally within the organization, 
• simplicity of performing the internal functions as well as providing the 
environment that helps in the organisation growth. 
 
FAO (2007) argues that institutional arrangements that cover how well organisations are 
functioning will affect their ability to meet objectives.  The measurable factors reflecting 
institutional arrangements include contributions by members, violations of rules, major 
conflicts, enforcement of formal rule and decision making procedures. Constituency 
approach measures the organisational effectiveness through the organisation’s degree of 
meeting the needs and expectations of the constituency. It deals with such groups that 
affect and are affected by the organisation, i.e., workers, customers and providers. The 







The system resources approach to assess organisational effectiveness is defined as the 
organisation’s ability to make use of available opportunities on its environment to 
mobilise and acquire resources necessary for achieving its goals. Therefore, the main 
focus of the system resources approach is in the organisation’s ability to relate with the 
surrounding environment. Taylor et al. (2004) pointed out that the system resources 
approach takes two directions.  The first direction concentrates on the relationships of the 
organisation with the outside environment. The second direction is the open system 
approach that is considered by researchers as the most important approach for measuring 
the organisational effectiveness.  The open system approach includes the first three 
approaches within it and includes all elements to be used in measuring the organisational 
effectiveness. The organisation’s goal and its outputs as well as the processes used by the 
organisation to change inputs into outputs are integrated into the open system approach. 
The framework for analysing agricultural co-operatives for this study was developed 
using the open system due to its holistic approach toward assessing organisational 
effectiveness.  
 
3.2 Framework for analysing effectiveness of primary agricultural co-operatives  
 
Using the literature on objectives of agricultural co-operatives and success factors of 
smallholder agriculture as outlined in Chapter Two of this study, and using the theory of 
organisational effectiveness, particularly the systems approach as outlined in Section 3.2 
above, a framework that explains critical issues to be covered in analysing the 
effectiveness of the agricultural co-operatives can be developed. The framework, as 
shown in Figure 3.1, implies a combination of approaches towards analysing 
organisational effectiveness; the goal and the process approach. The framework suggests 
that the objectives or goals of agricultural co-operatives can be used as standards or 
measures for assessing co-operative effectiveness. The processes include the ability of a 
co-operative to mobilise and utilise the available resources and the ability of an 
agricultural co-operative to manage its institutional arrangements to ultimately meet its 
objectives. The overall measure of co-operative effectiveness is the ability of the co-







The framework suggests that collective farming through agricultural co-operatives is 
established to meet the specific objectives, as listed in the framework. The list of key 
broader requirements or factors from which the level of success for co-operatives can be 
judged is presented in the framework. The framework also shows the indicators for 
effectiveness of agricultural co-operatives. The co-operative effectiveness measures and 
the specific indicators of each measure are outlined below. 
 
3.2.1 Agricultural co-operatives’ ability to mobilise and utilise the available 
resources 
 
The key area of focus in success of co-operatives is financing.  Co-operatives need access 
to capital, to develop as effective enterprises. According to Phillip (2003), growth of co-
operatives is not likely to be significant if access to finance is limited.  Therefore, the 
framework of co-operatives effectiveness needs to focus firstly on the ability of the co-
operative to obtain the necessary resources and materials for achieving its activities from 
the surrounding environment. The number and ease of accessibility of financial sources 
available to the co-operative should be assessed.  Such analysis will demonstrate the co-
operatives’ ability to either accumulate their own resources or to obtain resources.  
 
FAO (2007) has argued that if mobilisation of resources was the only problem in 
organisation’s effectiveness, the problem would be easily solved.  To be successful, a co-
operative must ensure well-organised use of existing resources such as facilities, 
equipment, assets finance, procedures and people (FAO, 2001).  It is through efficient use 
of resources or inputs that the desired outputs in an organisation will be achieved.  Ability 
of a co-operative to utilise available resources can be judged from the production 





























































Objectives of agricultural co-operatives 
• Creation of  income generating activities 
• Creation of decent employment opportunities 
• Development of human resources capacities; 
managerial, business and entrepreneurial  
• Strengthening market access 
• Increasing savings and investments 




Key success factors 
• Improved financing of co-operatives 
• Efficient use of resources in co-
operatives for improved  production 
• Well organised institutional 
arrangements in co-operatives 
 Established legal framework 
 Reduced collective action 
problems (horizon problem, 
portfolio problem & free-rider 
problem) in co-operatives 
• Improved market access for 
agricultural co-operatives 
 
Measures for effectiveness of agricultural co-operatives 
• Ability of agricultural co-operative to mobilise resource 
 Number of financial sources 
 Available sources from requested funding 
• Ability of agricultural co-operative to utilise available resources 
 Production capability 
 Marketing capability 
 Transportation capability 
 Financial management capability 
• Ability of co-operative to manage its institutional arrangements 
 Leadership and management capabilities 






3.2.2 Agricultural co-operatives’ ability to manage its challenges 
 
The effectiveness of an agricultural co-operative can be assessed through its ability to 
manage structural constraints. Structural constraints can be due to weak institutional 
arrangements and weak management and/or leadership. Kirsten et al. (2002) defined 
institutional arrangements not only as a set of formal laws, contracts, political systems, 
organisations and markets, but also as informal rules of conduct such as norms, traditions, 
customs, value systems, religions and  sociological trends. These sets of formal laws and 
informal rules facilitate organisation or govern relationships between individuals or 
groups. Therefore, the ability of a co-operative to manage institutional arrangements can 
be judged by the extent to which a co-operative follows set administration.  Moloi (2007) 
argued that the measurable indicators for organisations’ functioning include contributions 
by members, violations of rules, major conflict and decision making procedures.  
 
3.2.3 Ability of a co-operative to meet its set objectives 
 
The goal approach to measuring organisational effectiveness considers the outputs of an 
organisation as the standards to assess goal attainment. The framework in Figure 3.1 
shows that the measures of co-operative effectiveness are linked to the objectives of co-
operatives. The linkage suggests that measurement of the effectiveness of the co-
operative using the listed measures, leads to an answer as to whether the co-operative is 
able to meet its objectives.  
 
The framework will be used to assess the effectiveness of the three agricultural co-
operatives selected for this study. Each co-operative will be assessed to check whether it 
meets the key success factors of co-operatives and the key measures of agricultural co-
operative effectiveness listed in the framework. Chapter Five describes in detail how the 











DESCRIPTION OF THE STUDY AREA 
 
4.1 Introduction  
 
Despite the increasing number of studies conducted around successes and failures of 
smallholder agricultural co-operatives, fewer in-depth studies exist on analysing 
effectiveness of collective action for smallholder farmers in KwaZulu-Natal province. 
This study focused on evaluating the elements constituting an effective agricultural co-
operative. Three agricultural co-operatives in Umgungundlovu district were selected for 
this study.  
 
4.2 Geographical location and rural infrastructure of the district 
 
Umgungundlovu district covers 8,500 kilometres of land and is made up of seven 
municipalities (Waste Association in South Africa, WASA, 2005).   The map of the 
Umgungundlovu district and the local municipalities in which the three studied co-
operatives were found are shown in Figure 3.1.  Umgungundlovu district has an estimated 
population of about 872717 people (Camp, 1999).  It is the second largest district with the 
highest unemployment rate in the KwaZulu-Natal province (WASA, 2005).  
Umgungundlovu district is one of the many districts with good agricultural production 
due to the favourable climate, rainfall and topographical conditions. Sugarcane and 
timber are the dominant agricultural products. There is an increased investment in 
production of vegetables, maize, fruits and livestock (Camp, 1999).  
 
Pietermaritzburg is the centre of Umgungundlovu district’s economic activities. The city 
consists of a variety of wholesale and retail markets. The three co-operatives supply the 







Figure 4.1 Map of Umgungundlovu District indicating (by arrows) the study area 










4.3 Inyamvubu co-operative 
 
Geographically, Inyamvubu co-operative is based at Rietvlei; a farming area located on 
the outskirts of Mooi River located 40km west of Pietermaritzburg.  The co-operative is 
easily accessible as it is closely situated to the Greytown tar road.  Mooi River is 
characterised by a large number of commercial farms and roads are in a good condition. 
However, road conditions from Rietvlei, where Inyamvubu co-operative is situated, are in 
a poorer condition and are ridden with potholes.  Most land in Mooi River is owned by 
commercial farmers and most households are farm occupants residing on these farms as 
labour tenants. While there are communal portions of land in the area, very few 
smallholders own land.  As a result of this land ownership system (or labour tenancy) in 
the area, Inyamvubu co-operative's farming activities are carried out on land that belongs 
to a farmer owning Wood Burn Farm.  The co-operative farms in about 4ha of land.   
 
Inyamvubu co-operative has been farming using organic principles, though not certified, 
for more than a year.  It was started in 2004 with the broader vision of having a vibrant 
rural development that supports its inhabitants and limits leakage of income out of the 
areas.  The co-operative began as a sewing project with five members.  In 2006, it 
emerged as a co-operative through the introduction of a co-operative programme by the 
Department of Finance and Economic Development. The founder of the co-operative was 
Miss Maureen Ngubane who is the manager of Inyamvubu co-operative.  The co-
operative has been practicing farming, sewing and art work.  Farming began in 2006 
following other activities that were already being carried out.  Farming using organic 
principles was a natural and attractive choice available to the co-operative due to limited 
resources to purchase external outputs. 
 
Inyamvubu co-operative strives to achieve its objectives through expanding the co-
operatives activities.  The main objectives of the co-operative are fighting off poverty and 
hunger, ensuring development in communities, creating employment for community 
members and generating income. The additional objective for Inyamvubu co-operative is 
to enlighten people about entrepreneurship.  Members aim to be a successful organisation 






operative engages in small committees for the enterprises that report to the general 
committee. The general committee reports to the senior manager of the co-operative.  The 
co-operative has its detailed constitution outlining the objectives, vision and missions, the 
management structure and some rules under which the co-operative operates. The 
management structure of Inyamvubu co-operative is presented in Figure 4.2.  
 
 
Figure 4.2 An illustration of management hierarchies for Inyamvubu co-operative. 
 
Inyamvubu co-operative comprises of 72 members, 65 ordinary members and seven 
committee members. The number of members of Inyamvubu co-operative has increased 
significantly over the two years since the co-operative was registered. Resignation of 
members has never been experienced in the co-operative to date. Administration work is 
carried out in an office environment and updates of records are carried out electronically 
as the office has a computer. Figure 4.3 shows the set-up of the administration office of 
Inyamvubu co-operative. The co-operative strictly employs members of the community 
in order to fulfil its objective of community up-liftment.  Recruitment of members is 
based on the talents and strengths identified from applicants. The co-operative welcomes 


















everyone from the community to apply and as long as there is a need for more members, 










Figure 4.3 Administration office for Inyamvubu co-operative, 2008. 
 
4.4 Ingwe-Mndeni co-operative 
 
The second group, Ingwe-Mndeni co-operative is based in the Richmond Municipality in 
a small rural area called Inhlazuka. Richmond is situated approximately 38km south-west 
of Pietermaritzburg. The area is further away from town, making it difficult to access. 
This is especially apparent during rainy seasons due to the muddy gravel roads which 
constrain market access and which may also result in the area being neglected in terms of 
social services provision. The rate of unemployment is very high in Richmond; 
approximately 77% of households earn less than R1500 a month (WASA, 2005). The 
area is characterised by a large number of community projects that fail at the early stages 
of growth. In the past, Richmond was affected by political violence that required 
government intervention and could account for the higher poverty levels there.  However, 
the area is agriculturally productive. Ingwe-Mndeni co-operative exists as one of the very 
few registered co-operatives in the area, particularly those practising agriculture. Land in 
Inhlazuka is under the administrative authority of Amakhosi (Chiefs). 
 
The co-operative was started in 2004 as a group of three members who were encouraged 
by the current chairperson who received information from a meeting with agricultural 






against poverty and provide food.  The process of registering the co-operative as a formal 
registered structure was facilitated by their extension officer. As a result, more family 
members were recruited to join. The co-operative currently consists of members that 
belong to the same extended family.  Ingwe-Mndeni co-operative had a population of 
eight members inclusive of four committee members, two casual members and two 
permanent ordinary members. The co-operative is managed by a committee consisting of 
a Chairperson, Secretary and Treasurer. Ingwe-Mndeni co-operative has a constitution 
but administration is not well developed. 
 
4.5 Umphumela co-operative 
 
Umphumela co-operative falls under the Mkhambathini Municipality in the rural area 
called KwaNyavu. Land in KwaNyavu is communally owned and is under the 
administrative authority of Amakhosi (Chiefs) and Izinduna (headmen) who are in charge 
of allocating arable land, fields and community gardens.  The land allocation system does 
not allow community members to hold title deeds.  However, a household can rent rights 
to use fallow land to another household for a negotiated price in the area. Umphumela co-
operative is comprised of members of the Hlela group.  Currently, the co-operative is 
farming on approximately 2.5ha of communal land under the Hlela name.  
 
Umphumela co-operative was also started in 2004 as a gardening project. The co-
operative began as groups of three members that were encouraged by the current 
chairperson to engage in farming collectively.  Registration of the co-operative was 
motivated mainly by the extension officer at the time; members were informed about easy 
access to government assistance when farming as a co-operative.  Members of 
Umphumela co-operative structured themselves and registered as a co-operative.  The 
main objectives of their co-operative are to fight against poverty, create employment and 










4.6 Sample characteristics of the survey participants 
 
The follow-up survey was administered with a sample of 56 participants (53 from 
Inyamvubu, six from Ingwe-Mndeni and six from Umphumela) from all three co-
operatives all of whom completed the survey questionnaire.  The age groups of 
participants were recorded instead of the exact age of individuals for the purpose of 
statistical analysis. The respondents were evenly spread across the age groups. Table 4.1 
presents the age group of respondents from the three different co-operatives. 
 
Table 4.1 Age of respondents in different co-operatives (n=65) 
 
  Name of the co-operative  











19 0 2 21 
15 3 2 20 
14 3 2 19 
5 0 0 5 
 
As a contradiction to the normal trend in South Africa, Inyamvubu co-operative consisted 
of a reasonable number of youth between the ages of 21 and 35 (Table 4.1). The 
percentage of elderly people in the other two co-operatives was low.  Furthermore, for the 
purpose of statistical analysis, participants were grouped into three levels of education 
(primary, secondary and tertiary level). A large number of members who reached 
secondary level are higher compared to other levels for the total sample (Table 4.2). 
 
Table 4.2 Education level of respondents from different co-operatives (n=65) 
 
Level of education Frequency Percent 
None 16 25 
Primary 17 26 
Secondary 32 49 
Total 65 100 
 
The study group was predominantly comprised of women. The ratio of women: men that 
were found in co-operatives indicate a larger number of women compared to men. The 






on the gender ratio in the co-operatives are in contrast to FAO (2001) wherein it is stated 
that women’s participation in the agricultural co-operatives is low. South African 
literature indicates that women play an important role in carrying out the important 
activities that contributes to food security through agricultural production. For instance, a 
study conducted by Morris (2001) showed that farming households, especially in 
Southern Africa, do not operate as a single unit of production and consumption. In such 
cases, women (wives) grow different crops from men, are more able to work as groups 
and manage budgets differently.  Most men work in towns and cities in and beyond the 
province and their absence could account for the higher ratio of women: men in the co-
operatives. 
 
A noticeable difference was observed among the three co-operatives selected for this 
study. Inyamvubu co-operative is larger, more established, Ingwe-Mndeni co-operative 
and Umphumela co-operative are smaller less established and less diverse. The 
differences between the areas of operation were also observed for fuller insight and for 
























This study explored collective farming by assessing the elements constituting the 
effectiveness of the three agricultural co-operatives in the Umgungundlovu District. This 
chapter describes the research design and methodology applied to collect and analyse 
data. The study was designed to specifically identify the activities carried out by the three 
co-operatives to achieve their objectives, the advantages and disadvantages of farming as 
a co-operative and the constraints faced by the co-operative. Lastly, the study analysed 
the elements constituting an effective co-operative as per its set objectives. 
 
5.1 Sample selection 
A list of registered co-operatives was obtained from the Department of Economic 
Development of KwaZulu-Natal, which works closely with co-operatives.  The province 
has a diverse co-operative sector with a wide range of enterprises. However, this study 
focused on three agricultural co-operatives in Umgungundlovu District as its case study.  
Due to logistical and administrative constraints, such as costs and time, co-operatives 
were selected from three local municipalities within the district.  
Criteria used for selecting the co-operatives were based on accessibility, active farming 
activities and the willingness of members who participated in the study.  Some co-
operatives on the list were no longer engaging in agricultural activities and were thus not 
selected. Some contact numbers for co-operatives could not be accessed as they were no 
longer functional.  Other contact persons were not interested in participating in the study. 
Consequently, only three co-operatives were included.  It was important to study more 
than one co-operative for comparison purposes.  
Non-members of co-operatives were also included in the study to obtain information 
about reasons for non-participation therein.  The aim of their inclusion was to obtain and 
compare the extent of knowledge, opinions, perceptions and activities carried out by 






comprised of individual smallholder farmers and people that do not practise any farming 
activities whatsoever. Non-members of co-operatives were selected purposively based on 
the knowledge that they are not involved in farming. The initial plan was to interview 
people that had been previously involved in co-operatives but that had dropped out.  It 
was discovered from the co-operatives, that none of the members had dropped out. 
Therefore the contact persons were asked to invite community members that were not 
involved in co-operatives. Selection of the non-members of co-operatives was based on 
their willingness to take part in the study and on their availability on the scheduled dates. 
5.2 Data collection methods 
The researcher conducted informal visits to the selected co-operatives for introductions of 
the research topic and to confirm members’ consent. The aim was to win the trust of the 
co-operative members through visiting with people that are well known in the co-
operatives such as extension officers. However, only one extension officer could be 
reached and was available to introduce the researcher to members of Inyamvubu co-
operative. Baseline information was collected during the informal visits.  One of the 
questions that can be directed to any researcher who collected information from people 
could be whether the methods of data collection obtained a true reflection of the 
participants’ opinions (de Vos, 1998). To improve the truthfulness and the reliability of 
results, different measuring instruments were used for this study; observation methods, 
focus group discussions with Force Field Analysis (FFA) and survey interviews were 
employed as the data collection techniques.  
 
5.2.1 Focus groups 
 
Detailed data was collected from the focus group discussions with members of the co-
operatives. Brierty (1999) stated that focus group discussions are one way of extracting a 
small sample and obtaining feedback.  The thought of one participant in the focus group 
discussion triggers thoughts of other participants, and extensive feedback can be obtained 
from focus group discussions (Dummon & Ensor, 2001). All members that were 






Inyamvubu, 6 from Umphumela and 6 from Ingwe-Mndeni co-operative).  Inyamvubu 
co-operative consisted of the largest group of members and therefore having a single 
focus group discussion with all members at once was not feasible as it could limit each 
participant’s opportunity to share experiences (Snape & Spencer, 2000).  Therefore, 
members were divided into groups of youngsters, adult females, adult males and a group 
of committee members in this co-operative.  The divisions were created in order to avoid 
possible intimidation that could occur among members that belonged to different 
distinguishing groups (Babie & Mouton, 2001). In Ingwe-Mndeni and Umphumela co-
operative, only one focus group discussion was held with each group.  Figure 5.1 shows 
the researcher in group discussion with members of Ingwe- Mndeni co-operative. 
 











Figure 5.1 The researcher and some members of Ingwe-Mndeni co-operative, 2007. 
 
Force field analysis was applied during the focus group discussions.  Iowa State 
University Extension (ISUE, 2001) described the FFA as a useful tool to identify, discuss 
and evaluate forces that have an impact on a situation or a proposed change. Identified 
forces should be in favour of or against the situation or the proposed change.  For 
instance, a FFA is useful when attempting to obtain a broader understanding of pros and 
cons of a particular situation or a proposed change (ISUE, 2001).  In a case of advantages 
and disadvantages of collective farming, according to ISUE (2001), advantages are forces 






The researcher allowed the participants to brainstorm and define the pros and cons of 
agricultural co-operatives.  Once the lists of both advantages and disadvantages had been 
refined, the researcher asked the participants to assign scores to each force from one 
(weak) to five (strong).  The participants assigned scores relative to how they perceived 
each point to have an influence in their respective co-operatives.  The question on pros 
and cons of collective farming was repeated during the survey interviews in order to 
ensure that responses from the individuals’ point of view were obtained. The assigned 
scores to each given advantage and disadvantage were then added to establish whether 
pros outweigh cons of collective farming or vice versa. The researcher discussed the 
probability of strengthening the positive forces (pros) and minimising the negative forces 
(cons) with the participants.  At the end, all discussed pros and cons of collective farming 
were clear, sound and explainable.  An example of the FFA used is shown in Figure 5.2. 
 
PROS        SCORE   SCORE         CONS   
………………                      ……………...... 
 
………………           ……………….. 
     
……………...            ………………. 
 
……………..                       ……………….. 
 
Figure 5.2 Force Field Analysis for the pros and cons of collective farming in the three co-
operatives (ISUE, 2001). 
 
To expand on pros and cons of collective farming, focus group discussions were held 
with non-members of co-operatives from the three different communities in which the co-
operatives were found. Although the information obtained from the focus groups was 
descriptive and useful, other data collection techniques had to be applied.  The 
observation method used by the researcher during the study period largely complemented 












5.2.2 Survey interviews 
 
The fundamental aim for the survey was to gain further, more detailed information to 
address the sub-problems from individual members.  One-on-one survey interviews were 
carried out with co-operative members in order to avoid domination of certain individuals 
in focus group discussions, and, to allow individuals to express themselves and give 
honest responses without being intimidated by others (de Vos, 1998).  While the 
questionnaires were designed in English, all the interviews were conducted in isiZulu, the 
local language of the areas.  The initial sampling plan for the survey was to interview all 
members of the co-operatives in all three co-operatives. However, due to the absence of 
members, 64% of the total members were interviewed.  
 
5.3 Data analysis 
 
Qualitative data from the focus group discussions was analysed through summaries and 
tables. The study used analytical frameworks developed from the three elements of 
literature to analyse the results obtained from the study participants.  The elements 
included objectives of agricultural co-operatives, empirical studies on successes and 
failures of agricultural co-operatives, and the theory of organisational effectiveness.  A 
table that compares and analyses the three co-operatives as per the analytical framework 
was used to present the results.  While the study used both qualitative and quantitative 
data, qualitative data was critical for the analysis of the three co-operatives, particularly 
using the developed analytical framework of organisational effectiveness. Therefore, 
qualitative data was predominant in answering the sub problems of the study.  Table 5.1 
presents the data collection and analysis plan that was followed to obtain answers and to 












Table 5.1 Data collection and analysis plan for each sub-problem  
Sub-problem Tool of data 
collection 
Data  collected Analysis 
1. To identify 
activities carried out 
by agricultural co-
operatives to meet 
their objectives 
- Focus group    
discussions 
- survey interview 
- reasons for grouping (a groups’ 
perspective 
- reasons for joining the co-operative 
(individuals’ perspective) 
- descriptive information on activities 
carried out in co-operatives 
 
- summaries and 
frequency tables 








- list of advantages and disadvantages 
of collective farming, total scores of 
advantages and disadvantages 
- each member’s perceived 
disadvantages of collective farming 
- summaries and 
tables 
3. To identify 




- Focus group   
discussions 
 
- descriptive information on 
constraints faced by the three 
agricultural co-operatives 
- summaries and 
frequency tables 
4. To identify 
elements constituting 
an effective co-
operative as per the 
criteria established 
from literature 





- descriptive information on 
objectives, constraints, pros and cons 








Themes that best present the results were formulated according to the sub-problems of the 
study and discussion on the results was conducted using literature as the frame of 
reference.  Quantitative data was analysed statistically using SPSS program.  Quantitative 
data analysis was limited to calculation of frequencies and cross-tabulations which were 














RESULTS AND DISCUSSION 
 
The main purpose of this study was to assess collective farming by investigating the key 
elements constituting an effective agricultural co-operative. The study addressed four 
sub-problems in order to answer the main research problem.  The study explored the 
following sub-problems: 
• What are the activities carried out by the three agricultural co-operatives to meet their 
objectives? 
• What are the advantages and disadvantages of collective action in the three 
agricultural co-operatives? 
• What are the constraints faced by the three agricultural co-operatives? 
• How effective are the three selected co-operatives? 
 
6.1 Objectives of the co-operatives 
 
Information on objectives that members have for their co-operatives was obtained 
through the focus group discussions and survey interviews. Mohamed (2004) described 
the goal approach of determining organisational effectiveness as the one that uses the 
organisation’s ability to achieve its goals as an indicator. Therefore, overall conclusions 
will be drawn based on the extent to which co-operatives meet their objectives. 
Objectives of the three co-operatives correspond with those set by government as 
presented in the framework (figure 3.1). 
 
Members of the three co-operatives aspire to see themselves growing and achieving their 
objectives.  The three co-operatives that participated in the study were started due to high 
unemployment rates in the communities. Members reported a need to generate income as 
the major motive to join co-operatives.  The three groups were inspired to register as co-
operatives because some members obtained information that registering as formal groups 
to engage in smallholder farming could improve access to government funds and thus 






agricultural stakeholders and obtained information about promotion of co-operatives in 
South Africa.  Registration of Umphumela as a co-operative was encouraged by the 
extension officer.  
 
Inyamvubu has more objectives than either Ingwe-Mndeni or Umphumela, in addition to 
the common objectives among the co-operatives. The unique additional objective for 
Inyamvubu co-operative was to open peoples’ minds about entrepreneurship. Members 
aim to be a well known and successful organization.  An indirect question was posed to 
obtain individual members’ long-term plans regarding their commitment to their co-
operatives and to check consistency with the co-operatives’ objectives. Members were 
asked about their willingness to become long term members of the cop-operatives.   
 
The majority (73%) of farmers from the three co-operatives indicated a willingness to 
remain long term members of the co-operatives. Very few farmers (26%) were not 
willing to remain long term members of their co-operatives. It is important that farmers 
engage in agricultural co-operatives with common motives and passion about farming 
(FAO, 1997).  In contrast, results of this study suggest different reasons for members to 
remain in their co-operatives rather than being passionate about farming. Table 6.1 
presents the results of the reasons why farmers are willing to remain as long term 
members in their co-operatives. 
 
Results in Table 6.1 indicate that old age is the reason for most farmers (32%) declaring 
that they were not willing to remain long term members in the Inyamvubu co-operative.  
Farmers reported old age as a limiting factor to exploring other options available to them 
and therefore they remain as members of co-operatives. Members’ commitment to the co-
operative was reported as another reason that farmers (21%) were willing to remain long 
term members of their co-operatives. Unavailability of jobs was identified by farmers 
(49%) from Ingwe-Mndeni co-operative, in particular, as a reason for participating.  Co-








Table 6.1 Reasons for members’ willingness to remain long term  in Inyamvubu, Ingwe-
Mndeni and Umphumela co-operatives, collected in 2008,  n=65 
Name of the co-operative 
Reason for willingness to remain as a 





Inyamvubu (n=53) Commitment to the co-operative 11 61 
  Lack of other jobs 5 9 
  Satisfaction 6 11 
  Old age 17 12 
  Not willing to spend long term 14 7 
  Total 53 100.0 
Ingwe-Mndeni   (n=6) Commitment to the co-operative 1 17 
  There are no other jobs 3 49 
  Satisfaction 1 17 
  No answer 1 17 
 Total 6 100.0 
Umphumela  (n=6) Commitment to the co-operative 3 50 
  There are no other jobs 2 33 
  No answer 1 17 
  Total 6 100.0 
 
The remaining members of the Umphumela co-operative are working elsewhere, 
probably due to better income opportunities. These results indicate a threat in the long-
term success of the co-operatives since one pillar of a successful co-operative is 
members’ commitment to the co-operative (Gadzikwa, 2006).  The larger percentage 
(61%) of committed members in Inyamvubu Co-operative as shown Table 6.1 should be 
linked to its evident success which will be discussed later in this chapter. 
 
6.2 Activities of the agricultural co-operatives 
 
Data on activities carried out by the agricultural co-operatives was obtained mainly 
through the focus group discussions.  Additional information was collected from 
individual members through surveys. FAO (2007) argues that activities and processes 
related to how well organisations are functioning will affect their ability to meet their 
objectives. One way in which the ability of a co-operative to utilise its resources can be 
measured, is by analysing the co-operative’s activities and processes. The main activity 
for the three co-operatives is farming.  Co-operatives farm on a small-scale basis growing 







Marshal (2005) pointed out that co-operatives’ activities should occupy all functions 
necessary from producing the product to bringing it to market. The three agricultural co-
operatives carry out a number of agricultural activities in terms of working towards 
fulfilling their objectives.  Not only have they been responsible for production activities, 
storage and packaging but they also engage in transportation of produce to markets.   
 
6.2.1 Production  
 
Production capability is one of the indicators of the agricultural co-operatives’ ability to 
utilise resources as indicated in the framework for co-operatives’ effectiveness in Figure 
3.1.  The three co-operatives studied collectively produce vegetables. There was a 
combined use of chemicals and organic methods for growing vegetables in the different 
plots in the Ingwe-Mndeni and Umphumela co-operatives.  The two co-operatives 
utilised a combination of compost and fertilisers for enriching the soil.  Inyamvubu co-
operative used compost together with manure; this helped to reduce the input costs as the 
co-operative purchases inputs such as seed and fertilisers for itself. Table 6.2 presents the 
types of crops that are grown by the three co-operatives. 
 
Table 6.2 Types of vegetables grown in Inyamvubu, Ingwe-Mndeni, Umphumela co-
operatives, 2008 

















Note: indicates the vegetable was grown in the area; X indicates the vegetable was not grown in the area. 
 
Co-operative members reported production as labour intensive, especially if larger 
amounts have to be produced.  As a result, a larger number of people are required if 
supply is to be met.  In this regard, co-operatives provide employment opportunities.  All 
three co-operatives reported a shortage of implements for production as a constraint.  
However, the shortage of implements creates a need to employ more labour, fulfilling one 







Inyamvubu co-operative does not practice farming only.  Members also produce and sell 
craft.  Morris (2001) stated that one of the advantages of co-operatives is diversification, 
value adding and specialisation of labour.  Such a statement is in line with findings from 
the Inyamvubu co-operative.  The strategy used by the co-operative to balance work 
across all activities is to assign people to tasks that they can perform best. In that way 
work gets done quicker. Diversification of activities in Inyamvubu Co-operative could be 
a result of the large membership which allows growth and expansion (Morris, 2001). 
Ingwe-Mndeni and Umphumela co-operative engage solely in agricultural activities and 
there is no specialisation of labour or diversification of activities.  Diversification of 
business by Inyamvubu co-operative is a strength as it ensures that all co-operative 




Marketing capability is another indicator of the co-operatives’ ability to utilise available 
resources, as shown in the framework in Figure 3.1.  The extent of demand for produce 
from the three co-operatives is somewhat similar.  Ingwe-Mndeni co-operative sells its 
produce in bulk to the Housewives Market at Mkondeni and Clairwood (in 
Pietermaritzburg and Durban, respectively).  The three co-operatives also sell their 
produce to their communities.  An increase in demand was reported by Ingwe-Mndeni in 
2008 in comparison to previous years.  In the previous years, the co-operative 
experienced slow progress as far as sales were concerned.  Members resorted to 
discarding produce or using it for household consumption due to the unavailability of 
alternative markets.   Even so, members continued marketing directly to the potential 
markets until they secured the Pietermaritzburg market in 2007.  However, there were no 
documented records kept by farmers to assist in quantifying the improvements in sales. 
 
Currently, Inyamvubu co-operative produces what is demanded by the market and 
therefore losses have decreased dramatically. There is ongoing communication between 
the buyers and the co-operative members.  The market states exactly what they expect the 
co-operative to supply (type of vegetables and estimated amounts), therefore the co-






communication is important since a reliable supplier is crucial for large-scale retail 
(Brierty, 1999).  Ingwe-Mndeni co-operative carries out an informal annual evaluation of 
sales and members reported an increase in sales. However, there were no documented 
records that could support members’ reports as they had based their comment about sales 
on observation. Umphumela co-operative’s main markets are community members and a 
vegetable shop in Pietermaritzburg.  Members of this co-operative reported an increased 
variety of products in comparison to the past, owing to the increase in sales.  Inyamvubu 
co-operative sells to the school feeding scheme and to supermarkets from Mooi-River 
and Pietermaritzburg.  Market conditions are favourable for the three co-operatives due to 
the availability of buyers and demand for their produce.  Contrasting the common market 
constraints for smallholder farmers in South Africa, as reported by Etzel (1997), market 
channels for the three groups were multiple. While the co-operatives are willing to 
expand and diversify their produce to widen their market, they are constrained by 
resources as discussed later (Section 6.6). 
 
Direct marketing is the main and the only strategy used by the three co-operatives to 
market their produce.  Managers of the three co-operatives approach the potential 
markets, show samples of their products, engage in formal negotiations and agreements, 
secure buyers and sign contracts.  Co-operatives reported networking with other people 
who engage in similar activities as a crucial strategy for obtaining marketing related 
information such as prices and demand, especially organically produced vegetables.  
However, co-operatives had no records of costs associated with marketing and 
networking.  According to Maltsoglou & Tanyeri-Abur (2005), indirect transaction costs 
from production to marketing include costs of searching for- and screening of trading 
partners.. Therefore, co-operative members should be alert of all costs, including indirect 
costs associated with marketing, such as communication and travelling to potential 
markets. . If co-operatives can undertake to record all costs, strategies for minimising 









6.2.3 Transportation of outputs 
 
The third indicator of the co-operatives’ ability to utilise available resources, is its ability 
to find effective ways to transport produce to the market. All three co-operatives have 
their own means of transporting their produce to markets.  Inyamvubu co-operative 
members own a van bought from the profit of the co-operative.  The other two co-
operatives use vans owned by the managers of the co-operatives.  The aim of using their 
own transport is to ensure that transport costs are paid to people that are already in the co-
operative. While means of transport are available within the co-operatives, there are costs 
associated with it and that are overlooked by the co-operative members.  The distance 
from markets, together with weak infrastructure and poor access to markets is shown in 
high exchange costs (Maltsoglou & Tanyeri, 2005).  Therefore, farmers must be alerted 
to the costs associated with transportation especially since the co-operatives are located 
far from buyers and infrastructure is weak. The three co-operatives did not engage in 
processing and packaging produce and hence were not aware of the importance of value 
adding or diversification of activities. 
 
6.3  Reported advantages of co-operatives by the members 
 
Reported advantages of belonging to co-operatives were obtained through the Force Field 
Analysis (FFA). Numerous advantages, most of which were similar, were listed by co-
operative members. Table 6.3 summarises the listed advantages according to their order 
of importance as per the scores of importance given in the FFA exercise.   
 
Table 6.3 Reported advantages of agricultural co-operatives by Inyamvubu, Ingwe-Mndeni 
and Umphumela co-operatives, 2008 
Note:  indicates that an advantage was listed; X indicates that and advantage was not listed.  
 
Advantage Inyamvubu Umphumela Ingwe-Mndeni 
Creation of employment for people    
Sharing ideas and gaining new knowledge    
Serves as a platform for socializing    














Scores given to each advantage during the FFA exercise indicate that creation of 
employment for people was seen as the most important advantage from all three co-
operatives.  Table 6.1 showed a large percentage of members who were affiliated with 
co-operatives due to the unavailability of other jobs.  Therefore, it makes sense for co-
operative members to report creation of employment as the most important advantage of 
co-operatives.  Sharing of ideas was also listed as the important advantage of collective 
farming. Gathering people with varied knowledge and information allows the gathered 
individuals to gain new knowledge from the each other (Stringfellow, 1997).  A large 
percentage of members (74%) from Inyamvubu and 67% from both Ingwe-Mndeni and 
Umphumela co-operative reported learning skills from one another.  
 
Members of the Ingwe-Mndeni co-operative reported to have learnt farming skills from 
the chairperson of the co-operative. Sharing of tasks was reported from the Inyamvubu 
co-operative as another advantage of working as a co-operative. The Manager of 
Inyamvubu reported strict supervision of members as a strategy of ensuring equal sharing 
of tasks.  According to the Inyamvubu co-operative members, collective farming allows 
continuation of task performance even in the absence of some co-operative members and 
this is supported by Hedden & Mollel (2001), arguing that the advantage of collective 
action is that the absence of one member does not stop activities in a co-operative.   
 
Members of the Inyamvubu co-operative reported that tasks are performed faster in a co-
operative due to collective labour in comparison to  work done individually.  However, 
only two members are committed to tasks at Umphumela co-operative as the other 
members are employed outside the co-operative. Therefore, the two committed members 
felt that being in a co-operative did not guarantee fast performance of tasks.  Poor 
commitment to co-operative activities is a challenge that hinders faster performance of 
tasks in co-operatives.  
 
Members of the Umphumela co-operative perceived the idea of collective farming as a 
means of improving opportunities for government funding.  Co-operative members have 
a strong belief they stand better chances since government encourages formalised 






have received funding from the government, particularly for agricultural purposes. 
Therefore, co-operative members are holding onto the hope and belief that what has been 
communicated to them regarding acquisition of funding from the government will come 
to fruition.  All three co-operatives reported collective farming as a socialising platform 
that takes one’s mind away from their problems by sharing.  Team work can offer 
important psychological and social benefits (Marshal, 2005).   
 
6.4 Reported disadvantages of co-operatives 
 
During the focus group discussions, a force field analysis was used to obtain positive 
forces (advantages) and negative forces (disadvantages) for collective farming. Perceived 
disadvantages are to a large extent common between co-operatives. However, there were 
some differences identified between the disadvantages of collective farming. Group 
dynamics was reported as the umbrella disadvantage of collective farming.  Table 6.4 
summarizes the disadvantages identified by the three co-operatives.  
 
Table 6.4   Disadvantages of collective farming: groups’ perspective reported by 
Inyamvubu, Ingwe-Mndeni and Umphumela co-operative, 2008 





Clashing of opinions    
Lack of commitment X   
Lack of satisfaction with sharing 
of tasks 
X   
Difficult managing groups X  X 
Note:  indicates that the disadvantage was listed; X indicates the disadvantage was not listed 
 
6.4.1 Clashing of opinions 
 
Farmers from the three co-operatives reported clashing of opinions as one of the major 
problems faced by the co-operatives. Co-operatives comprise different individuals with 
different beliefs that lead to clashing of opinions. FAO (2001) supported that the 
management of interpersonal relationships is an issue that must be addressed as it has 
been the cause of co-operatives collapsing. Clashes of opinion are always present when 
people work collaboratively; what is key is the manner in which members handle the 






problematic members and a system agreed upon by everyone to manage clashes is 
essential (DTI, 2005). Although the Inyamvubu co-operative is a more established co-
operative, clashing of opinions occurs between the co-operative members. However, the 
co-operative has a disciplinary committee that takes disciplinary actions agreed upon by 
all members.   
 
Furthermore, all three co-operatives reported that it takes a long time to make decisions 
that are highly likely to satisfy everyone in the co-operative.  The majority of members 
reported dissatisfaction with the way decisions were made.  Centralisation of decision 
making power by management was the most common reason for dissatisfaction of co-
operative members. Table 6.5 presents findings on actions that members take when they 
are dissatisfied with the decisions made in their co-operatives.  
 
Table 6.5 Actions taken by study co-operative members when dissatisfied in Inyamvubu, 
Ingwe-Mndeni and Umphumela co-operative, 2008, n=65 
Name of the co-
operative 
 
 Role in the co-
operative 
 
Action when not happy about the decision made 
 
 










      Tell the        
committee 
(%) 
Inyamvubu (n=53)  Manager        0 0 0 6 
 Committee 4 2 8 30 
 Member 3 26 19 2 






 Manager 0  0    17 
  Committee 0  0  17 33 
  Member 0  17 16 0  




 Manager             0 0 0 17 
 Committee 0  0  33 17 
  Member 0  17 0  16 
    Total 0  17 33 50 
 
Good governance entails a management system that supports participation of all 
stakeholders; it should be transparent, reliable, accountable, practical, and enforceable 
and have integrity and flexibility (Knight et al. 2003). Therefore, there must be a 






is important to note that some members remain quiet even when they are not satisfied 
with the agreements made. Such dissatisfaction leads to members’ poor performance of 
tasks (Knight et al. 2003). Results in Table 6.5 indicate the usefulness of the committee 
in the Inyamvubu co-operative as most members of Inyamvubu report their 
dissatisfactions to the committee. However, a larger percentage of members remain quiet 
even when they are dissatisfied. On the other hand, committee members and managers 
found it easier to raise their dissatisfactions. These findings raise a need for managers to 
carefully identify strategies to ensure that members are not scared to raise concerns. 
 
6.4.2 Lack of members' commitment 
 
The Umphumela co-operative has a large percentage of members working elsewhere who 
always take time off from the co-operative activities.  However, members still hope to get 
a share of benefits obtained from the co-operative.  Gadzikwa et al. (2007) reported that 
such members are referred to as free-riders and can have a significant impact on the 
collapsing of a co-operative. Based on this, it can be said that people tend to view co-
operatives as an easy way of accessing cash without necessarily having to work hard. 
 
Ingwe-Mndeni and Umphumela co-operatives reported lack of commitment of some 
members that lead to the lack of satisfaction with sharing of rewards amongst other 
members.  Members expected to receive equal rewards even though the performance of 
tasks was not the same between them. Consequently, committed members became 
discouraged as their efforts benefited the “free-riders”. As committed members become 
discouraged, the entire co-operatives’ potential becomes endangered. Committed 
members of the Umphumela co-operative reported that while they were passionate about 
farming, the collective idea was not key to the success of the co-operative.   
 
6.4.3 Difficulty in managing groups 
 
All three co-operatives reported difficulty in managing the group, mainly owing to the 
dynamics between members of the co-operatives.  According to Zeuli (2004), co-






among others, members lack of trust of one another. Lack of trust applies mostly between 
the ordinary members and committee members. All three co-operatives reported that 
members are concerned about the short-term benefits and tend to overlook the long-term 
goals that co-operatives have to fulfil. If members of a co-operative have different 
motives, co-operation in such a group becomes difficult (FAO, 2001).  Members are 
always suspicious that committee members will use funding from government for their 
own benefit.   
 
The manager of the Umphumela co-operative is faced with allegations about using 
funding for personal benefits. However, these allegations seem baseless since funding has 
not been received. The manager highlighted poor provision of information to co-
operative members by professionals, particularly extension officers. The manager also 
reported a need for extension workers to explain how co-operatives work, highlighting 
the procedure for accessing funds. Seemingly, members are finding it difficult to believe 
information provided to them by other members, particularly those who are in higher 
positions within the co-operatives.  As a result, committee members of the Umphumela 
co-operative, experience difficulty in managing mistrustful members. On the other hand, 
management of the Inyamvubu co-operative highlighted transparency, through 
accounting to members in meetings, as one way of avoiding misunderstandings in terms 
of handling finances.  
 
The problem faced by the Umphumela co-operative could be due to deviation from the 
co-operatives’ act as they do not hold regular meetings. While intervention from 
extension staff is imperative, members themselves need to play their role in terms of 
transparency by holding meetings and discussing daily operations (DTI, 2005).  The 
Umphumela co-operative is a family co-operative formed by members of an extended 
family with its own family dynamics.  Some members, including the manager of the co-
operative, reported difficulties in disciplining members who neglect the rules.  Hence, the 
idea of grouping as a family and venturing into a family co-operative is troublesome.  






and disadvantages of collective farming, some advantages of collective farming were 
reported.   
 
To expand on pros and cons of collective farming, focus group discussions were held 
with non-members of co-operatives from the three different communities in which the co-
operatives were found. The aim was to obtain an indication of the extent of information 
and opinions about co-operatives from people who are not members of the co-operatives.  
 
6.5 Perspectives of non-members of co-operatives  
 
Participants were asked about the reasons for non-involvement in the agricultural co-
operatives. All participants (Table 6.6) from the three communities expressed an interest 
in joining co-operatives. They (50%) reported the low number of co-operatives available 
in the communities as a limiting factor. However, the participants are not necessarily 
passionate about farming as 50% did not practise agricultural activities at their 
homesteads.   
 
Participants reported a lack of employment opportunities as a motive to engage in 
agricultural activities.  A similarity was identified between members and non-members’ 
motives for involvement in an agricultural co-operative. The young participants finished 
their matric studies in 2007 and are currently not pursuing studies due to shortage of 
funds for tertiary fees.  When the Inyamvubu co-operative was started they were still at 
school and they could not join.  The willingness of people to join co-operatives explains 
the growing number of co-operatives every year as reported by Ndlovu (2008).  
Household gardens are the only agricultural activity undertaken.  However, young 
females reported that they are not involved in gardening and that only their parents work 
in the gardens.  Such lack of willingness to be involved shows that passion for agriculture 
is not necessarily the only motive for involvement in agricultural co-operative; it could be 
the only available option that rural people can resort to as a result of unemployment. 



























Lack of interest to be a co-operative member was reported by only 13.7% of participants 
in the three focus groups that were held.  Reasons for their reluctance to joining co-
operatives included failure of co-operatives that have existed in the community, 
particularly in Richmond. On the other hand, while the participants (though small 
percentage) have decided not to involve themselves in co-operatives, they have never 
themselves investigated closely the reasons for failure of co-operatives. Participants, 
including those who were not keen to be involved in co-operatives, believed that co-
operatives have their advantages and disadvantages.  
 
The advantages and disadvantages reported by non-members were similar to those 
reported by the members of the three co-operatives. According to the participants, 
farming and selling large quantities of produce to formal markets is impossible when 
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Reasons for  
not joining  
co-operative 
shortage of co-operatives 50 50 50 
failure of co-operatives  0 50 50 

















attempted individually. The participants that were not keen on being in a co-operative 
acknowledged the independence that one may have when farming as an individual.  
However, participants believed that if large scale production has to be achieved, 
collective farming is important. The similarity of opinions for members and non-
members on advantages and disadvantages pointed out that for every identified advantage 
of collective farming there was a disadvantage associated with it.  
 
6.6 Constraints faced by the three co-operatives 
 
Numerous constraints faced by agricultural co-operatives were obtained from the focus 
group discussions held with the three co-operatives. More information on constraints was 
obtained through the survey.  Discussions of the reported constraints were on the same 
issues across the three co-operatives. However, explanations given from each co-
operative regarding the critical problems faced were found to be different in certain 
instances. The most critical problems identified by the co-operatives involved issues as 
presented in table 6.7 were shortage of land, poor provision of extension, lack of 




Shortage of land appeared to be the common production constraint faced by the three co-
operatives, and it was emphasised mostly with the Inyamvubu Co-operative. Market for 
the produce is available but co-operatives are struggling to keep up with market demand. 
According to the co-operative members, land accessible to them is insufficient to ensure 
adequate supply of crops throughout the year.  The problem seems to be rooted in the 
land ownership system in the areas of operation for the co-operatives.  The land used by 
the Inyamvubu co-operative belongs to a commercial farmer.  The farmer is willing to 
sell land to the co-operative and the co-operative applied for assistance from the 
Department of Land Affairs in 2007.  A response was given to them about the lengthy 
process that the department has to go through and the members are still waiting 







Amakhosi (Chiefs) are responsible for land allocation in the areas where Ingwe-Mndeni 
and Umphumela co-operative are based.  The two co-operatives farm on the communal 
land.  FAO (2001) identified pooling of plots of land owned by farmers into a single 
farming entity as an advantage of farming as a co-operative.  On the other hand, there are 
a large percentage of members (87%) who do not have access to land from the 
Inyamvubu co-operative. Over 50% of the Ingwe-Mndeni and Umphumela co-operative 
members do not have access to land.  The Ingwe-Mndeni co-operative uses land allocated 
to the manager of the co-operative.  
 
Male farmers who belong to the three co-operatives that have entitlement to land do not 
always use it for co-operative activities; this may be due to the unattractive element of 
pooling the land which leaves farmers with a perceived loss. Members had not been 
asked by other members to use “their” land for co-operative activities.  Collective 
farming therefore does not guarantee easy pooling of plots for usage by the co-operatives 
due to the portfolio problem.  
 
Umphumela co-operative faced a serious problem of land ownership during the last visit 
by the researcher.  The co-operative used land that is under the Hlela family’s allocation 
since the co-operative comprised mainly of members of the Hlela family. However, a 
male member of the family, who was not part of the co-operative, claimed land from the 
co-operative members.  Since the co-operative members were all female, the cultural 
belief in the community promotes user rights to males over females.  Members were 
forced to stop using the land. While there is an opportunity for smallholders to rent the 
under-utilised communal land, as identified by Lyne & Thomson (1998), it is evident that 
farmers are not taking advantage of the opportunities available in the communal land 
ownership system. Possibilities for formal rental markets for crop land should be 
explored and introduced to the co-operatives so that they can take full advantage of the 









6.6.2 Poor provision of extension services 
 
All three studied co-operatives were not receiving significant help from their extension 
officers.  Members of co-operatives had not received vital information from extension 
services. Farmers' exhibited a lack of knowledge and information regarding financial 
institutions from which they could borrow funds to expand their co-operatives. Farmers 
from the Inyamvubu co-operative suggested that it could be better if platforms connecting 
communities with the donor institutions could be introduced.  Extension workers are 
often not available for farmers to report matters concerning the co-operative to them. 
These findings support FAO’s (1997) statement that co-operatives are encouraged by 
government agents simply for more statistical figures in government reports and that they 
are left without relevant help. The three co-operatives are receiving none of the required 
guidance.  The co-operatives listed a number of problems that required the assistance of 
their extension workers.  
 
All farmers from the Ingwe-Mndeni co-operative, a large percentage (83%) of 
Umphumela co-operative members and 74% of Inyamvubu required assistance with 
agricultural information. Members need information pertaining to farming activities such 
as organic farming, suitable pest control mechanisms and soil analysis information. The 
remaining members require information on institutions to improve literacy levels and 
craft making skills.  A farmer from the Umphumela co-operative reported a need for 
information on managing group dynamics.  Furthermore, majority of the farmers from the 
three co-operatives needed to report the problems of resources shortages such as funding, 
skills, and information to their extension officers. Farmers require an extension officer to 
assist in providing them with information on how to mobilise resources.  Ferrington et al. 
(2002) emphasised extension service as the main source of farmers’ guidance. Clearly, a 
lack of an important element of service provision, such as extension, will have a negative 









6.6.3 Lack of resources 
 
Members of the Ingwe-Mndeni co-operative were not clear about the procedure to apply 
for funding.  The Inyamvubu and Umphumela co-operatives have applied for funding 
from the DAEA and are still awaiting a response to their application.  A lack of 
information among co-operative members was noted as members believed that funding of 
agricultural activities had to be requested from the Department of Agriculture.  In fact, 
the Department of Economic Development of KwaZulu-Natal is committed in funding of 
co-operatives with a potential (Ndlovu, 2008).  Therefore, while co-operatives stand 
better chances of accessing funds, members’ lack of information was noted as a concern. 
 
Resource constraints do not allow farmers to increase production to meet the market 
demands.  There is growing demand for produce but the resources available to farmers 
are inadequate.  Co-operatives do not have their own implements such as tractors, which 
sometimes delays cultivation. Farmers from the three co-operatives reported that the 
DAEA programme provided tractors to be used by needy people in communities. 
Members reported to have attempted to seek assistance for the use of the tractors a 
number of times, but were unsuccessful. Therefore, it is evident that government 
departments should monitor the use of resources for wider accessibility. 
 
Lack of storage facilities was also a constraint faced by the three co-operatives.  Produce 
often perishes before it reaches the market due to inappropriate storage.  As a result, 
farmers experience losses. While the co-operatives have the agreement with formsl 
markets such as supermarkets, other markets such as purchases by community members 
are often not guaranteed. Therefore losses due to storage constraints often occur when the 
produce meant for sale to community members is not bought. Although there are 
government programmes aimed at addressing imbalances amongst smallholders and 
improving accessibility of productive resources, many smallholder farmers have not 
received assistance. According to Stringfellow (1997), co-operative farming allows 
members to pool resources such as farming implements.  However, the co-operatives did 







6.6.4 Poor infrastructure 
 
There is a marked difference in infrastructure of the areas where the three co-operatives 
are based. According to WASA (2005), the history, location, economic condition of the 
organisation, regulatory context, experience of key personnel and links to other 
organisations are additional factors that affect performance of smallholder co-operatives.  
Ingwe-Mndeni co-operative is located in an area that is accessible by a gravel road that is 
difficult to navigate during rainy seasons. Members sometimes experience problems with 
transporting supplies from the farm to markets due to the road conditions.  Members 
pointed out that buyers do not come to the area to buy from the co-operative because of 
the difficulty in accessing the co-operative. Access to telecommunications such as 
internet and e-mail can simplify communication between buyers and producers and 
minimise travel costs associated with communication (Matungul et al. 2001).   
 
Ingwe-Mndeni and Umphumela co-operatives use direct marketing strategies but they do 
not have access to the internet, therefore, they incur more costs in terms of travelling to 
where their buyers are based. Market information can also be distributed using cell 
phones in order to reduce exploitation of small-scale farmers by providing access to 
information to negotiate better prices.  Distribution of market information through both 
text message and voice technology, gives even illiterate smallholders power when dealing 
with buyers (Kirsten et al. 2002). However, Umphumela co-operative members 
experience poor cell phone reception. 
 
6.7  Effectiveness of the three agricultural co-operatives as per the set criteria 
 
Analysis of the elements influencing the effectiveness of the co-operatives was conducted 
using the framework (presented in Figure 3.1). The framework was used to analyse the 
results of the first three sub-problems of this study in order to answer the last sub-
problem.  Comparison of the three co-operatives is presented in Table 6.7, against the 
requirements of success for smallholder of co-operatives (as shown in Figure 3.1). 
Results, as presented in Table 6.7, indicate that the three agricultural co-operatives had 






Government has allocated budgets for assisting smallholder agricultural co-operatives, 
farmers still lack information on this and have not benefited from the funds. Clearly, 
there is poor dissemination of information from supporting institutions. Therefore, the 
agricultural co-operatives have not achieved their objective of improving access to 
government financial assistance. 
Analysis of the co-operatives shows that production capability is hampered by lack of 
land.  The mere fact that members who have land do not pool their plots to expand 
production in the co-operatives indicates that members are not willing to invest their 
individually owned assets into the co-operatives. Such portfolio problems could be a 
result of members’ perception of themselves as consumers rather than investors in their 
co-operatives. Marketing and financial management capabilities were affected by low 
literacy levels. These low capabilities could be due to poverty and poor access to 






Table 6.7  Evaluation of  co-operatives - differences between Inyamvubu, Ingwe-Mndeni and Umphumela co-operative   
Elements for a co-operative to be 
effective 
Inyamvubu Ingwe-Mndeni Umphumela 
Improved financing 
 Ability to mobilise resources 
-Financing depended mainly on profit from 
the co-operative 
-Lack of access to government financial 
assistance, unsuccessful applications to 
DAEA 
-Farmers had little information on the 
sources of funding available 
- Farmers had not applied for funding 
due to insufficient information on 
application procedures  
-Farmers had little information on the 
sources of funding available 
-Farmers had not applied for funding 
due to insufficient information  on 
application procedures 
Efficient use of resources 
 Ability to utilise resources 
• Production capability 
• Marketing capability 
• Transportation  
• Financial management 
-Production hampered by lack of production 
resources such as land, implements, 
agricultural information  
-Marketing underpinned by the improved 
demand, communication with buyers, 
networking skills 
-Financial management hampered by poor 
documentation of information 
-Usage of own transport, beneficial 
- Production hampered by lack of 
production resources such as land, 
implements, agricultural information 
-Marketing and financial management 
hampered by illiteracy level and poor 
provision of marketing information e.g. 
pricing and contractual marketing 
-Transportation disturbed by poor 
infrastructure 
- Production hampered by lack of 
production resources such as land, 
implements, agricultural information 
-Marketing and financial management 
hampered by illiteracy level and poor 
provision of marketing information 
-Transportation disturbed by poor 
infrastructure and transaction costs 
Well organised institutional framework 
 Ability to manage institutional 
arrangements 
• Leadership and management 
• Administration 
-Underpinned by enforcement of the 
constitution; regular meetings, transparency 
and good record keeping 
 
 
-Poor members’ commitment due to 
poor enforcement of the rules 
-No regular meetings  
-Centralisation of decision making to 
the management 
-Poor record keeping 
-Lack of trust between members and the 
committee 
-Lack of members’ commitment as most 
of them work elsewhere 
-Unsatisfactory sharing of rewards(free- 
rider problem) 
- No record keeping 
Improved market access -Underpinned by improved infrastructure 
and improved access to advanced means of 
communication 
-Hampered by the supply capability due to 
lack of resources  
-Hampered by poor infrastructure, 
resulting in high transaction costs 
-Hampered by the supply capability due 
to lack of resources 
-Hampered by lack of market  
information 
-Hampered by poor infrastructure, 
resulting in high transaction costs 
-Hampered by the supply capability due 
to lack of resources 







Results in Table 6.7 show that the Inyamvubu co-operative displayed abilities to manage 
institutional arrangements. Enforcement of a constitution agreed upon by all members 
played a significant role in managing the group dynamics.  Transparency was a 
characteristic of the constitution of the Inyamvubu co-operative and that reduced 
problems.  The co-operative held regular meetings where Managers accounted to 
members. On the other hand, Ingwe-Mndeni and Umphumela co-operatives suffered 
from clashing opinions, lack of commitment and unsatisfactory decision making 
processes. Lack of training was reported as a cause of poor management by the two co-
operatives. Ingwe-Mndeni and Umphumela co-operatives had low effectiveness 
particularly with regard to management skills.  
 
Access to markets was hampered by resource constraints.  Shortage of land did not allow 
co-operatives to diversify or extend agricultural activities. Current land allocation 
systems do not allow farmers to use their land as collateral when applying for financing. 
Lack of funding results in limited expansion of production, which further hinders 
expansion of market access.  Results in Table 6.7 indicate the importance of improved 
infrastructure and access to improved communication. Inyamvubu co-operative had 
access to e-mail, fax, and telecommunications and improved networking potential. 
Ingwe-Mndeni and Umphumela co-operatives relied on travelling to where their markets 
were situated and this resulted in high transaction costs.  
Inefficient provision of extension affected the farmers of Ingwe-Mndeni and Umphumela 
co-operatives as they reported a need to be provided with market information. Farmers 
from Ingwe-Mndeni and Umphumela co-operatives did not have other means of 
accessing information as the remoteness of their operations affected television signals and 
a large percentage of members did not listen to the radio. These results show that 
regardless of government efforts to minimise the imbalances, some co-operatives in rural 
areas still miss development benefits and fail to meet their objectives due to the poor 
infrastructure and government support, particularly extension services.  Therefore the 








CONCLUSION AND RECOMMENDATIONS 
This study was set out to identify the elements that constitute effectiveness of agricultural 
co-operatives among three co-operatives (Inyamvubu, Umphumela and Ingwe-Mndeni) 
in the Umgungundlovu District. This investigation used a combination of quantitative and 
qualitative data collection methods. Qualitative data was collected through focus group 
discussions with members and non-members of co-operatives from the three studied 
areas.  This was done to obtain insight into the opinions, perceptions and reasons for 
involvement in co-operatives.  A follow-up survey was conducted to validate findings 




The three co-operatives carry out a large number of activities including production, 
marketing and transportation of their produce. The co-operative objectives are similar to 
the objectives set out for co-operatives by the South African government. The farmers’ 
activities are hampered by a number of constraints that hinder the achievement of the 
objectives.  There are numerous advantages of collective marketing, but there also 
numerous disadvantages or challenges.  The major production constraints faced were lack 
of resources such as land, machinery, finances and a lack of the necessary agricultural 
production information. These constraints lead to low production. Marketing constraints 
included poor networking with potential buyers due to illiteracy, lack of marketing 
training and poor infrastructure. These problems also lead to poor financial management. 
The co-operatives faced institutional constraints such as clashing opinions, unsatisfactory 
decision making, and lack of commitment due to weak institutional frameworks. These 
constraints render co-operatives ineffective. 
 
The financial constraints faced by co-operatives indicate their inability to mobilise 
resources and information that in turn reduces the effectiveness of the co-operatives. The 
inability of co-operatives to utilise limited available and accessible resources such as 






Low capability of the three co-operatives to manage their institutional arrangements also 
influenced the ineffectiveness of the co-operatives. While the co-operatives achieved 




Lessons learnt from the three agricultural co-operatives identify several elements that are 
required to achieve co-operative effectiveness. As effectiveness of agricultural co-
operatives is influenced by factors within the control of the co-operative and some 
external to the co-operative, there is a need to identify strategies to be considered by 
farmers themselves and those that are to be considered by the institutions that support 
development of co-operatives. A report will be given to the Department of Economic 
Development in the form of a workshop whereby the framework of recommendations 
(Figure 7.1) will be presented and discussed. The Deputy Director of the Co-operatives’ 
Division in the Department of Economic Development and other personnel under the unit 
will be invited to participate in the workshop.  The report back will also be given to the 
three co-operatives and the recommendations in Figure 7.1 will also be presented to 
farmers.  
7.2.1 Recommendations for consideration by institutions supporting cooperatives 
The most important recommendation that can be directed to government is that of 
ensuring the establishment of linkages with the other major role players that are relevant 
in enabling co-operative development or effectiveness. These role players could be the 
input suppliers, the NGOs, researchers and buyers. Ensuring improved, close interaction 
between co-operative members and government personnel is vital. Information on 
development of agricultural co-operatives in communities needs to be communicated 
accurately with the co-operatives concerned. Hence, government should ensure intensive 
training of the co-operatives’ management and ordinary members on the principles of co-
operatives. Issues such as lack of trust between co-operative members can be avoided by 
involving an extra party from the supporting institution. Figure 7.1 presents the 







                             External strategies                              Activities in co-operatives                          Internal strategies 
 (Recommendations to be considered by government)        (Recommendations to be considered by farmers) 
     -Election of effective board of directors with  
        support stuff 
       -Enforcement of agreements on fundamental  
         issues 




-Consideration of renting communal under-
utilised cropland 
 viewing usage of individual 













 -Effective marketing development program 
 -Production of market focused products 
 -Effective communication with buyers 
 -Cost-effective distribution mechanism  
  
  
Figure 7.1 Recommended strategies for improving effectiveness of smallholder agricultural co-operatives.
-Revised land allocation systems 
-Improved extension services to: 
 Identify gaps in co-operatives 
 Disseminate production and financing 
information to farmers 
 Build networks between farmers,  other co-
operatives, researchers and NGOs through 
extension services 
 Collaboration of extension officers with local 
municipalities 
-Strict monitoring of resources provided to farmers 
for effective use in co-operatives 
      






-Provision of relevant technology for value added 
activities 





-Provision of improved infrastructure services 
 Communication 
 Roads 
-Provision of training, giving priority to agribusiness 
and entrepreneurship 
 Incorporating this element into Local 





-Provision of training to co-operative board members 
in: 
 Co-operative  principles as per the co-
operatives act 







Government institutions, through extension officers, need to engage further in terms of 
conveying adequate information about what co-operatives really are in order to avoid 
speculations that members might have towards one another. Therefore, government 
departments should strive for and ensure that extension officers are performing their 
duties efficiently and effectively.  
The South African government is working towards provision of resources to communities 
to support farmers striving for development in their communities. Resources do not assist 
the needy and the deserving members of the communities. Therefore, extension officers 
should closely interact with farmers to ensure strict monitoring of government resources 
used by farmers. Through close interaction with farmers, extension officers could identify 
the target farmers and co-operatives that are likely to use the resources effectively. 
Identifying the needy and deserving individuals or groups could ensure accessibility by 
such individuals and also accountability by the individuals for usage of resources.  
 
Government should implement projects that identify farmers’ innovative technologies 
that support value added activities. Identified technologies should be stimulated and 
spread to agricultural co-operatives to ensure that co-operatives take advantage of 
opportunities in value-adding.  
 
7.2.2 Recommendations to be considered by members of co-operatives 
 
The most important strategy that can be recommended for people involved in co-
operatives is that of striving for efficient and effective management that is well equipped 
with entrepreneurship skills, networking skills, financial management skills and strong 
understanding of what management entails. Managing bodies of the co-operatives should 
enforce the constitution as agreed upon by all members without fear of ensuring the 
implementation of the rules drafted for their co-operatives.  In addition, these 
management bodies need to ensure that the income derived from the co-operative is able 
to keep members happy and this is likely to contribute towards members’ commitment to 






While members of co-operatives had difficulties had difficulties in raising external funds, 
they could have used strategies such as collective mobilisation through raising fund from 
their own savings.  Strategies such as distributing benefits or dividends to member-
owners according to use can be recommended. The number of shares a member owns 
should determine the proportion of the patronage refunds received by each member at the 
end of each year. Such distribution is likely to serve as a reward to members that commit 
themselves and their resources into the co-operative activities and in turn encourage other 
members to invest in co-operatives. Farmers need to start viewing themselves as investors 
in the co-operatives and be willing to wait for long term benefits instead of focusing on 
having money now.  Co-operatives should strive to become self-reliant and to accumulate 
capital for themselves to remain free or to avoid solely relying on external financial 
assistance.  
 
Co-operatives have a vast marketing advantage and collective production is likely to be a 
success if the recommendations of this study could be considered for execution by 
farmers and the government departments. Alternatively, farmers could produce 
individually and combine their produce for effective marketing.  
 
7.2.3 Implications for further research 
 
This study identified a number of advantages associated with collective marketing but 
provided evidence that collective production is not always beneficial. Further research 
could explore the alternative of individual production and the incentives associated with 
it. Chances of success in individual production and elements constituting such success 
need to be investigated. Such investigation could provide information that allows 
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APPENDIX A:  GUIDE FOR FOCUS GROUP DISCUSSIONS 
 
Name of the co-operative: 
Location: 
 Number of members: 
1. What is the history of this co-operative i.e. when was it started, when was it registered, 
who started it? 
 
2. What are the objectives of this co-operative? 
 
3. What kind of activities do you carry out in this co-operative throughout the year? 
 
4. Who qualifies to be a member of this co-operative? 
 
5. Are the number of co-operative members increasing or decreasing? Why? 
 
6. Do you sell any products?    Y/N 
If yes, what products do you sell? 
Who is your market? 
How did you find your market? 
 
7. How are the sales as compared to the past? 
 
8. Where did you get money to start this co-operative? 
 
9. Do you know anything about the financial institutions from which you can obtain the 
loan? 
If yes what do you know? 






Was the loan granted to you? 
If yes what was the money used for? 
If no, what reasons were provided? 
 
10.  Do you get any kind of support from the extension officer?  
If yes, what kind of support? 
 
11. How do you divide the tasks amongst yourselves? 
 
12. Do you encounter any problems relating to the performance of tasks?    
If yes, what kind of problems? 
How do you solve them? 
 
13. Do you experience any conflicts?  
If yes, how do you resolve them? 
 
14. Do you keep records? 
If yes, what kind of records? 
If no, why? 
 
15.  Do you have a constitution?  
        
16. What action does the group take if a member is problematic? 
 
17. What are the major constraints you face? 
 
18. What are the advantages and disadvantages of working as a co-operative? Give scores 











PROS        SCORE   SCORE         CONS   
………………                      ……………...... 
 
………………           ……………….. 
     
……………...            ………………. 
 
……………..                       ……………….. 
    



















































University of KwaZulu-Natal 
School of Agricultural Sciences and Agribusiness 
African Centre for food Security 
 
 
YOUR SURVEY RESPONSES WILL BE KEPT STRICTLY CONFIDENTIAL 
 
THANK YOU FOR YOUR PARTICIPATION IN THE STUDY 
 
Name………………………………… 
Age in years…………………………. 
Gender………………………………. 
Marital status……………………….. 
Education level:  Primary    Secondary  Tertiary  
 
Name of the co-operative: 
 Inyamvubu            Ingwe-Mndeni                  Umphumela 
Sources of income…………………… 
Location……………………………… 
Role in a co-operative: 
Manager             Committee member    Member 
 
SECTION A: AGRICULTURAL ACTIVITIES 
 










2. How do you maintain balance between household demands and co-operatives 







3.  In your opinion, is the sharing of tasks fair in this co-operative? 
Yes  
No 
State the reason. 
 
4. Do you think you will be with this co-operative for a long period of time?  
Yes 
No 
State the reasons. 
_______________________________________________________________________ 
 
SECTION B: INSTITUTIONAL ARRANGEMENT 
 
5. How do you elect the committee? 
_______________________________________________________________________ 
 

















9. How often do you have meetings? 
______________________________________________________________________ 
 
SECTION C: FOLLOW UP QUESTIONS ON CONSTRAINTS 




















SECTION D:  BENEFITS 
 
14. What benefits do you obtain from being involved in this co-operative? 
Income  
Food 









15.  Do you learn from others in this co-operative? Y/N 
If yes what have you learnt? 
If no, why? 
 
16.  Have you asked for help from any co-operative member?  Y/N 
If no, why? 
 If yes, did you get it? 
 








19.  Have you ever received training? Y/N? 
If yes, what kind of training did you get?  
If no, why? 
What kind of training do you need, if at all? 
 






21.  Farming as a co-operative is the best way of farming 








APPENDIX C: FOCUS GROUP QUESTIONNAIRE FOR NON-MEMBERS OF 
CO-OPERATIVES 
  
1. Why are you not members of a co-operative? 
 
2. What agricultural activities do you carry out? 
 
3. What are your main objectives?  
 
4. Have you ever been involved in a co-operative? 
 If yes, what were the reasons for quitting? 
If no, do you ever think of joining co-operatives? 
 
5. What are the main benefits of being individual farmers? 
 
6. Can you comment on the disadvantages and advantages of farming as a co-
operative? 
 
7. Can you comment on the advantages and disadvantages of farming as an 
individual? 
 
 
 
 
 
 
 
 
